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1. Overview of Annual Budget Process 

Political Oversight of the Budget Process 

The MFMA allocates the Mayor and EXCO (which also serves as the municipality’s 
budget steering committee) with the responsibility of ensuring the budget complies with 
applicable legislation and considers the needs of the community including: 

o Providing political guidance over the budget process and the priorities that guide 
its preparation, 

o Ensuring the budget is tabled and approved on time, 

o Ensuring the Service Delivery and Budget Implementation Plan and Annual 
Performance Agreements are developed and approved, and 

o Publicity and consultation on the budget is undertaken. 

Schedule of Key Deadlines relating to the Budget Process [MFMA s 21(1) (b)] 

Council adopted the Budget/IDP Time schedule in August 2019. 

The timetable and process for tabling and approval of the budget is as follows: 


ACTION 

WHO 

WHEN 

Strategic Workshop (All Councillors) 

AO 

04/03/2020- 

06/03/2020 

Finance Portfolio Committee (FPC) 

EDF 

24/03/2020 

Budget Workshop(AII Councillors) 

EDF 

25/03/2020 

Budget Steering Committee Meeting 

EDF 

26/03/2020 

Consider tabled Budget 

SPECIAL 

EXCO/ 

COUNCIL 

26/03/2020 

Public advertisement, press release etc. to 
community advising of tabled Budget 

EDF 

2 April 2020 

Budget Consultation 

EDF 

/Mayor’s 

Office 

Advert requesting 
comments 
published in local 
newspaper on 2 
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April 2020. Budget [ 
included on 

Municipal website 
26 th March 2020. 

Collate feedback from community 

EDF/Mayor’s 

Office 

April 2020 

EXCO to consider budget and community feedback 

Special EXCO 

28 May 2020 

Council considers Budget and reviews draft SDBIP’s 
and Performance Agreements 

Council 

28 May 2020 


Process used to Integrate the Review of the IDP & Preparation of the Budget 

The Time Schedule adopted by Council in August 2019 provides for an integrated 
Budget and IDP Preparation Process. 

Additionally, the introduction of the Service Delivery and Budget Implementation Plans 
has enhanced matching of IDP priorities to the operational and capital budget, as well 
as setting performance targets for IDP objectives. 

However, actual integration of the IDP and Budget process, including review by elected 
members and the community of the IDP strategies and priorities and translating these 
to the budget requires improvement, particularly in terms of capital programmes. 
Understanding of community members that the IDP is not a “wish-list” and is based on 
limited funds available remains a challenge. 

Models used for Prioritising Resource Allocation 


Community participation is an effective method of identifying priorities, but it is also 
critical to develop an IDP Prioritisation/Project Evaluation model for determining budget 
allocations. This model would take into account community needs, project profiles and 
assessment, available resources, strategic planning, national, provincial and local policy 
and good municipal management. Development and approval of Financial Planning 
and Annual IDP Review Guidelines will also assist this process. 

Consultation 

In accordance with the Municipal Systems Act and the Municipal Financial Management 
Act, consultation on the draft budget was undertaken with the local community through 
making the draft budget public on the municipal website and publishing an advert in the 
local newspaper inviting comments to be submitted in writing on the Draft Budget. 

A consultation meeting was held with Bulk Consumers and Chamber of Commerce 
regarding the electricity tariffs submitted to NERSA. 
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2. Overview of alignment of annual budget with Integrated Development Plan 

The I DP is undergoing review as required by the Municipal Systems Act and the MFMA 
20®i re JtetfeBc?NXS,| tl ? StatUS q l U0 and much of lhe ln ^ orrr| ation is deduced from the 

Uc^ been COnSideration given to issues raised in 

• Cooperative Governance 

• Women, youth, and disabled persons 

• The role of infrastructure in poverty alleviation 

• “oK 

JttenfrTrT ' 8SUeS have n0W been idenUfied in the IDP but still require further and 


serious 


a T “ifn and T shauW 

Agricultural plans have also been incorporated in the IDP. miC ’ ounsm and 




• Roads 

• Community Facilities 

• Poverty Alleviation 

• Storm Water 

• Aesthetics 

• Soil Erosion 

• Electricity 


• Unemployment 

• Refuse Removal 

• Community Safety 

• Skills Development 

• Information Signage 

• Housing Projects 
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Council acknowledges that the IDP has guided the Budget Process. 

It is important that plans are within the financial capacity of the Alfred Duma. 

Supporting tables SA4 to SA6 shows the high-level link between the Budget and 


3. Measureable Performance Objective and indicators 

Annual measurable performance objectives for each revenue source and for 
expenditure by vote are provided for in Supporting Table SA 7. 

Annual performance objectives will be converted into quarterly targets for the Service 
Delivery and Budget Implementation Plan (SDBIP). 

Performance Management is a system intended to manage and monitor service delivery 
progress against the identified strategic objectives and priorities. In accordance with 
legislative requirements and good business practices as informed by the National 
Framework for Managing Programme Performance Information. 


4. Overview of Budget Related Policies 

Listed below are the Municipality’s budget related policies. These policies are available 
from the Municipality on request and are available for inspection on the website. 

Current Budget Related Policies: 

o Credit Control, Debt Collection and Customer Care Policy 
o Indigent Policy 

o Cash Management and Investment Policy 
o Supply Chain Management Policy 
o SCM for Infrastructure and Delivery Management Policy 
o Tariffs Policy 

o Municipal Property Rates Policy 
o Virements Policy 
o Assets Management Policy 
o Inventory Management Policy 
o Petty Cash Management Policy 
o Subsistence and Travelling Management Policy 
o Funding, Reserves and Provision Policy 
o Budget Policy 
o Accounting Policies 
o Cost Containment Policy 
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5. Overview of Budget Assumptions 


This section provides information on the assumptions used in preparing the budget. In 
most cases, the information is provided for in the 2020/2021 budget year, and generally 
the same assumptions are being applied to the 2 projected outer years. 


General Inflation Outlook and its Impact on Municipal Activities 

Economic growth has been weaker than forecasted and is only expected to reach 0.9 
per cent in 2020, this was projected before COVID19 has started to impact on the South 
Africa directly as well. With the impact of the Coronavirus now present in our country, 
growth may be even more stifled by the effects of this global pandemic. The 2020 
National Budget highlights the difficult economic and fiscal choices confronting 
government over the next several years. 

It is projected that revenue to be collected for the 2020/21 financial year will amount to 
R1,5 trillion which equates to 29.2 per cent of the Gross Domestic Product (GDP), 
whereas expenditure is projected to be at R1.95 trillion which is equivalent to 36 per 
cent of GDP. This means that there is a consolidated budget deficit of R370,5 billion or 
6.8 per cent of GDP in 2020/21. The gross national debts by the end of 2020/21 is 
projected to be R3,56 trillion which is 65.6 per cent of GDP. 

The declining economic growth which might be impacted on further by the Corona virus 
pandemic and international companies closing down as a result, the deteriorating state 
of the finances for state-owned entities, continues high unemployment and water and 
electricity shortages will put pressure on the ability of municipalities to raise revenue. 

Inflation is forecasted to be within the upper limit of the 3 to 6 % target band, therefore 
municipalities are required to justify all increases in excessed of the projected inflation 
target for 2020/21. Inflation is projected at 4.6% for 2020/2021 and 4.6% for 2021/2022 
and 4.8% for 2022/2023. The municipality has proposed increases of Nil % for property 
rates and refuse income, noting that although the cost of delivering services are 
increasing, the economic impact on the town during the strike and protest action had a 
major financial impact on the local economy, as well as coupled with high electricity tariff 
increases, and the impact on consumers with, the Coronavirus pandemic, the 
municipality is proposing a nil increase on rates and refuse in an effort to assist the 
consumers of the municipality. With the rising costs of electricity which is projected 
above inflation, this is likely to result in increased costs of delivering services, therefore 
there will need to be strict oontrol over service delivery. The increase in salaries is also 
projected at 6.25% which is above inflation. Hence the increase of 4.9% which is above 
the projected 4.6% inflation is considered reasonable on other minor tariffs. 

Credit Rating Outlook 

A new financial analysis needs to be undertaken for the new municipality as well as a 
review of the credit rating. 
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Interest Rates for Borrowing and Investment of Funds 

The Alfred Duma Local Municipality has two loans. One loan is ABSA Bank for Tsakane 
Electrification, at an interest rate of 12.01 %. The current prime lending rate is 10 25% 
The redeemable date of this loan is February 2026. The other loan is from DBSA and 
bears interest between 5.0% per annum. The redeemable date is 30 September 2028. 
The municipality will also enter into a finance lease at an interest rate of 7.4% over the 
next three years for the radio repeater station, to terminate in June 2023. 


Rates, Tariffs, Charges and Timing of Revenue Collection 

Accounts for rates, refuse and electricity are issued on a monthly basis and are due and 
payable within 30 days of issue. Recovery procedures for non-payment may be 
commenced within 1 day of payment default. 


Property Rates Base of the Municipality 

The rate base of the Alfred Duma is in line with the implementation of the Municipal 
Property Rates Act. 

Collection rates for each Revenue Source 

The collection of revenue remains a fundamental funding source of this budget 68% of 
the budget is funded by our own contributions this year. Therefore a robust credit control 
strategy is necessary to ensure collection of funds. Insufficient collection of revenue will 
have a direct impact on the cash flow of the municipality and therefore credit control 
measures must be strictly implemented by the municipality. Projected collection rates 
are based on the latest set of audited Annual Financial Statements available at the time 
of the budget i.e the 2018/2019 audited Annual Financial Statements. 

Price Movements on Specifics e.g. Bulk Purchases of Electricity, Fuel etc. 

Bulk purchases are estimated to increase by 6.9% as per the NERSA guidelines. 


Average Salary Increases 

An 6.25% salary increase for officials has been budgeted for as per Circular No 12 of 
2020 received from South African Local Government Association dated 9 March 2020. An 
increase of 6.25% has also been budgeted for Councillors, however the Government Gazette 
for Remuneration of Councillors is not yet released. 


Industrial Relations Climate, Reorganisation and Capacity Building 

The industrial relations climate in the Alfred Duma Municipality is sound. However, most 
of the outstanding issues such as the job evaluation processes are in progress. A good 
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working relationship exists between management and unions. The job evaluation 
process has taken place, however is still not fully completed. The Grading of the 
municipality has not taken place yet. 

Capacity building will be undertaken through the Skills Development Plan, which will be 
updated and submitted to all relevant parties on an annual basis. Employment Equity 
plans also makes provision for upward mobility as a means of capacity building. The 
Organogram of the municipality is reviewed on a quarterly basis. In addition, the 
Financial Management Grant (FMG) and Infrastructure Skills Development Grant 
(ISDG) and Expanded Public Works Programme Grant (EPWP) all contribute to 
employment within the municipality. 


Indigency and Free Basic Services 

The indigency method is now fully on an application basis. In total, indigent households 
will receive an estimated R 14.5 million in financial relief. However, this is dependent on 
the applications received that qualify for indigency. Currently indigency applications are 
not being made in full, and this contributes to an increased bad debt provision, instead 
of an increased indigency provision. 

All indigent consumers receive free basic electricity in the amount of 50kWh per month 
and RIO million has been budgeted for this in the 2020/2021 budget year. 
R1.3 million has been budgeted for free basic alternate energy which will be distributed 
to the communities that do not have access to the electricity network. 

All indigent households currently receive a free refuse service, which is valued at around 
R1 million in the 2020/2021 financial year and R2,1 million is allocated for rates 
indigency, however noting that most consumers are not forthcoming with indigency 
applications. 

Impact of National, Provincial and Local Policies 

Strengthening the link between policy priorities and public expenditure is the core of 
medium term budgeting. Public expenditure translates policy priorities into delivery of 
services to our community and therefore is a key tool for accomplishing public goals. 

One of the key national priorities is the improvement and accessibility of services to the 
community, which incorporates the need to create new and rehabilitate existing 
infrastructure. The provision of basic infrastructure to disadvantaged communities 
remains a key requirement. 

It is important that within the Municipal budget, new proposals for both the operating 
and capital budget demonstrate a clear link between their expected outputs and key 
government objectives including national, provincial and local priorities. 
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Our I DP is aligned to the National Key Performance Areas and Objectives, the priorities 

arising from the recent community consultation are listed as part of the tabled capital 
budget. 

Sale of Electricity and Impact of Tariff Increases 


An increase of 6.9 per cent is estimated in the Eskom bulk electricity tariff to 
municipalities will be effective from 1 July 2019. This is yet to be confirmed on the 
release of the NERSA guidelines. 

It should be noted that given the magnitude of the tariff increase, it is expected to 
depress growth in electricity consumption. This poses a direct threat on the revenue 
base of the municipality. Tarrifs will be structured once the NERSA guidelines for 
municipal tarrifs are released. 


Registered indigents will again be granted 50 kWh per a 30-day period free of charqe 
with circuit breaker amperage restricted to 20 amps. 

It should further be noted that NERSA had advised that a stepped tariff structure needs 
to be implemented from 1 July 2011. The effect thereof is that the higher the 
consumption, the higher the cost per kWh. The aim is to subsidise the lower 
consumption users (mostly the poor). 

The inadequate electricity bulk capacity and the impact on service delivery and 
development remains a challenge for the municipality. Most of the suburbs and inner 
municipal reticulation network was designed or strengthened in the early 1980’s with an 
expected 20-25 year life-expectancy. The upgrading of the municipality’s electricity 
network has therefore become a strategic priority, especially the substations and 
transmission lines. 

Electricity infrastructure has been allocated R40 m for electricity repairs including street 
lighting, mains and substations of which R13,2 million is allocated for refurbishment 
These allocations include labour charges. 

The approved budget for the Electricity Division can only be utilised for certain 
committed upgrade projects and to strengthen critical infrastructure (e.g. substations 
without back-up supply). It is estimated that special funding for electricity bulk 
infrastructure to the amount of R400 million per year will be necessary to steer the 
municipality out of this predicament. 


Owing to the high increases in Eskom’s bulk tariffs, it is clearly not possible to fund these 
necessary upgrades through increases in the municipal electricity tariff- as the resultant 
tariff increases would be unaffordable for the consumers. As part of the 2020/21 
medium-term capital programme, funding has been allocated to electricity infrastructure 
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but these funding levels will require further investigation as part of the next budget cycle 
in an attsrnpt to source more funding to ensure this risk is mitigated. 

The municipality continues to increase its provision of street lighting in areas that are 
much in need of this resource. 


Ability of the Municipality to Spend and Deliver on its Programmes 

A number of factors impact on the ability of service delivery departments to deliver on 
programmes. These issues and risks are mainly focused on the lack of adeauate 
resources and planning and include: H 


Staffing - Skill Shortages 

Our municipality continues to lose skilled technical staff when competing with biaaer 
municipahties. There is a shortage of skilled and experienced Technical Staff, as well 
as Artisans/Operators. When vacant posts are advertised, the experienced and skilled 
incumbents do not apply, as the salary scales in smaller towns are not attractive. 


Staffing - Staff Shortages 

Competing priorities within the organisation with skill and staff shortages can also 
severely affect the ability of the municipality to deliver, as is the case with too few 
electricians being available and required for both electrical functions, as well as 
providing credit control through disconnections. 


To alleviate these problems, Council needs to consider implementing Leamerships as 
well as Contractor Development Programmes to enable and implement Capital and 
Maintenance Programmes, as skill levels in the community are limited. A skills analysis 
exercise is to be undertaken by Corporate Services. 


Plant and Eouipment 


The average age of the vehicles can be well over 10 years and the average age of 
heavy plant can be 20 years. There are constant breakdowns, which are affectinq 
service delivery. Small equipment is old and needs to be replaced as the breakdowns 
also affect service delivery. The municipality will be in-sourcing repairs and 
maintenance of fleet. The budget allocated for repairs of fleet has been reduced so as 
to realise a saving of costs through the in-sourcing of fleet. R2,5 million has been 
allocated on the capital budget for the in-sourcing of fleet. 

Planning and Direction 


Development of a fair and appropriate model for resource allocation and commitment 
to long term planning will improve the ability of the Municipality to deliver and sustain 
services and infrastructure. Clear and consistent policy from Council assists in speedy 
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service delivery for the entire community. Policies are constantly developed, and 
revised when necessary. 


Legislation and Organisational Change 

New Legislation has resulted in change of operational procedures and new processes 
have to be put in place. MSCOA has been implemented from 1 July 2017 and changes 
in business processes are taking place. Majority of job evaluations has taken place. 


Powers and Functions 


Powers and Functions have caused some delays in finalizing issues as more than one 
organ of state is involved in approval e.g. the budget is dependent on the release of the 
DORA (Division of Revenue Act), as well as National Treasury guidelines on the budget, 
and review by Provincial Treasury, as well as finalisation by South African Local 
Government Bargaining Council on salary increases, and the release of the NERSA 
guideline on municipal tarrifs. The draft budget will be revised in cases where the 
releases are made before the preparation of the final budget. 

6. Overview of Budget Funding 

Fiscal Overview 

Although the budget is funded, the availability of projected cash resources is dependent 
on the regular monitoring of cash flow, expenditure and collection of revenue. 

One of the challenges the Municipality faces is improving debt collection for those 
ratepayers who can afford to pay. The credit control unit is an integral unit to ensure the 
debt is collected and any uncollectable debt is written off. 

It is important that the Credit Control policy with regard to indigency is monitored and 
reviewed to ensure that the policy is fair, addresses the needs of the poor, and is 
efficient and cost effective to administer. It is also an important responsibility of the 
Council to ensure that the policy with regard to debt collection is applied fairly but 
rigorously so that those who can afford to pay do so. The support of Council in 
increasing public awareness of the impact of not paying for services and not contributing 
to the maintenance of infrastructure of the municipality is important. 

Another major challenge the municipality faces is in terms of funding assets and 
equipment. There is insufficient funding allocated to maintenance and replacement of 
existing assets and plant. As a developmental municipality, we have a duty to provide 
new assets to those communities who are asset poor. Adding to the asset base further 
exacerbates the maintenance issue and it is not sustainable within current budgeting 
techniques. 
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In terms of the MFMA and GRAP, for a credible budget, all depreciation should be 
included as an expense to build funds for maintenance and replacement of assets. 
R34.2 million is provided for depreciation in the budget but it is vital that we continue to 
progressively increase depreciation funding in the budget so that in the medium to long 
term, we are compliant with legislation and have provided for the maintenance and 
replacement of existing assets. A total of R162 million is the total amount that is 
included in the schedules to National Treasury which contributes to an operational 
deficit on the budget. This is a non cash item. 

Another aspect of capital planning which needs to be improved is providing the full cost 
implications for capital projects including operating, staff, maintenance, and asset 
replacement costs. It is important that the Council know the full life cycle cost of an 
asset when budgeting for it, as it will have future budgetary implications and the project 
will Impact on current and future tariffs. 

These issues can be addressed by moving toward a longer-term outlook for all planning 
including capital and asset planning. Deciding on capital projects just before the 
beginning of the financial year puts great risk on the ability of the service departments 
to complete all the necessary processes and finalise the project within any financial 
year. By committing to 3 -5 year capital plans, the Council improves the ability to deliver 
as lead times enable proper planning. Longer term planning also enables the Council 
to demonstrate to the community that while there are completing priorities with 
insufficient funds, their needs are being catered for in the medium term. 

To expand and sustain services it is also essential to limit staff costs and contain them 
within a reasonable percentage of the budget. New staffing must be assessed in the 
light of providing on the ground service delivery and current staff assessed as to how 
efficiencies can be gained. Developing and recruiting the right level of skills continues 
to be a challenging issue, however, with the implementation of the CPMD course, this 
gives employees the opportunity to have a vast knowledge of the Municipality. 


Sources of Funding 

Rates, Tariffs and Other Charges 

Details of Rates tariffs are provided in the Rate Resolutions in Section 2 of this 
document. Details for Rates and Refuse tariffs for which the increase is 0 % and for 
electricity charges, the increase is 6.22% for domestic and commercial consumers and 
6.9% for bulk consumers (this is subject to change on release of the NERSA guideline 
and final approval of our municipal tariffs by NERSA) and the minor tariffs and other 
charges are provided in the Tariff Policy — Annexure 1. 

Refuse tariffs were increased by 0% based on the high increase in other costs on 
consumers which includes electricity tariffs. 
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Changes to minor tariffs are reflected in the attached document - Annexure 1 . Most 
minor tariffs have been increased in line with the inflation rate and also to cater for the 
costs of providing the services where possible. Most minor tariffs have therefore been 
increased by 4.9%. 

Performance Indicators for each major tariff are provided in Supporting Table SA 8. 
Investments - Cash Backed Accumulated Surplus 

The Municipality’s own funds currently are in the primary account of the Municipality 
and a portion of these funds have been invested as detailed in Supporting Tables SA 
16 and SA17. The municipality has numerous call accounts for its grant funds and funds 
for specific project. Cash funds need to be applied to commitments such as current 
provisions e.g. Leave provision, long-service awards etc. 

Interest and the principal on all municipal borrowings are repaid at intervals determined 
in the loan agreement and included in the budget. Therefore, sinking funds to repay the 
principal debt at the end of the loan period is not required. However, this option will 
need to be reconsidered should the municipality decide to access a loan to finance the 
capital budget. 

Housing funds are held in trust on behalf of the Department of Housing and are 
separately invested. 


Grant Allocations 

Supporting Table SA 18 details gazetted grant allocations for 2018/2019, the current 
year, 2020/2021 and the outer 2 budget years. 

Each of the grants provided by National Government is listed below with a brief 
description of the use of the grant and other relevant information: 

1. The Local Government Equitable Share Grant is a non-conditional Grant which is 
used towards addressing service delivery backlogs and providing a ‘social package’ to 
the poor in terms of free basic electricity and refuse and free alternative energy. 

2. The Financial Management Grant (FMG) is used to promote and support reforms 
to financial management and implementation of the MFMA. Primary areas of focus 
have been the employment of Financial Interns, systems improvement for legislative 
and Accounting Standard compliance, and addressing finance capacity issues through 
external staff training. Reporting on expenditure is provided monthly to National 
Government within the required timeframe and in full compliance with DoRA. 
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3. The Municipal Infrastructure Grant (MIG) supplements the Municipality’s capital 
budget to eradicate backlogs in infrastructure. MIG projects are prioritised using the 
IDP and business plans submitted to DPLG for approval. 

4. The Integrated National Electrification Programme (INEP) provides capital funds 
to address the electrification backlog of permanently occupied residential dwellings, 
installation of bulk infrastructure and rehabilitation of infrastructure. This is a grant in 
which the municipality acts as an agent, and does not take ownership of the assets 
constructed. 

5. The Infrastrucure Skills Development Grant (ISDG) is to be used for employment 
of interns in the Municipal service departments e.g electricity, engineering, town 
planning etc. 


6. The Expanded Public Works Programme (EPWP) is used to expand job creation 
efforts in specific focus areas, where labour intensive delivery methods can be 
maximised 

Listed below are grants received from Provincial Government: 

1. Museum Services 

2. Community Library Services 

3. Provincialisation of Libraries 

4. Operational Costs — Accredited Municipalities 

5. Title Deeds Restoration Grant 


Borrowing 

Supporting Table SA17 provides details of borrowing in the previous and current years 
and projections for the 2020/2021 and the outer 2 budget years. 

This borrowing programme is based around the projection of the 3 -Year Financial 
Model provided with the budget, which uses financial assumptions and trends to assist 
in estimating the levels of affordable capital programmes that may be provided over the 
next three years. Both interest and redemption are budgeted for in the model. Naturally 
if any assumptions in the model change, it will affect the overall picture. 

Long-term borrowing can only be undertaken for revenue-generating capital 
programmes only, and there is no anticipated need for short term borrowing as 
operational expenditure will be funded from revenue and cash. 


T* Expenditure on allocations and grants programmes 
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Expenditure on allocations and grants programmes is detailed in Supporting Table 


8. Allocations and Grants Made by the Municipality 


There are no allocations to be made by the Municipality for 2020/21 

Supporting Tables SA 21. 


as detailed in 


9. Councilor and Board Member allowances and employee benefits 


Details of personnel and salaries allowances and benefits for Councillors 
are provided in Supporting Tables SA 22, & SA 23. 


and officials 


10. Monthly Targets for Revenue, Expenditure and Cash Flows 

Table SA a 30 etS ^ ReVenue ’ Ex P endlture and Cash Flows are detailed in Supporting 


11. Annual Budgets and SDBIPs - Departmental / Functional (Internal) 

The MFMA allocates responsibility for the implementation of the approved budget to the 
Municipal Manager (s 69) ,who must provide the Mayor with a draft Service Delivery 
and Budget Implementation Plan (SDBIP) within 14 days of the approval of the Budget 

iV 1 !? 0 ^ le 9 |S, ation, the Alfred Duma Municipality will prepare departmental SDBIP’s 
for the budget including capital programmes. 


12. Contracts having future budgetary implications 

of the A,fr ® d ^ ma Local Municipality’s Supply Chain Management Policy, no 
contracts are awarded beyond the medium-term revenue and expenditure framework 
(three years). In ensuring adherence to this contractual time frame limitation, all reports 

f"° B,d Eva,uation and Bid Adjudication Committees must report on 

the budget availability and sources of funding. 


13. Capital Expenditure Details 

™® t0 ‘ a ' Capital budget for the 2020/2021 financial year is R76,3 million. The total 
Capita! budget is made up of Grant funding of R62.2 million and Council funding of 
R14.1 million. In addition, there is R6 million allocated from the INEP grant but which is 
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not included in the total capital budget due to the principal-agent relationshiD. The 
municipality .is currently looking to finance the capital budget via the previous year’s 
accumulated surpluses, strictly based on the availability of funds. The cash flow of the 

fi^nrl P fi lty mUSt be ™ >n ' t ° red on a re 9 ular basis. The municipality will enter into a 
finance lease in respect of the radio repeater station. 


Summary of Detailed Capital Plans 

Indication of capital plans will be contained in the SDBIP when completed. The capital 
plans in the SDBIP where possible, provide detail regarding: P 


Information by programme and municipal ward 
MIG sector priorities (refuse, electricity, roads, etc.) 
The source of the funding for the capital programme 


Supporting table SA 28 shows capital expenditure by municipal vote. 

thp m tnt«f ^ e j m ??u Vemen ! S , Stil1 required in terms of budgeting include identifying 
the total cost of the capital programme, including such items as operating costs full 

depreciation, and maintenance and repair. When identified there should be sufficient 
budget allocated to cover the costs and future financial and non-financial implications 
considered including the tariff implications. Approval of the capital budget for the 

h 6rm W h 8 S ° ?u nable detailed 03,31131 works P |ans t0 be Prepared whfch indicate 
delivery by ward over three years. 


14. Legislation Compliance Status 

SnthA? iCipa '. Fin T^ ial Mana 9 emer| t Act (MFMA) is the most major financial reform in 
South African Local Government history and forms part of a broader programme in local 

Ar^nTthpM^ 0 - Inckjd | s ^ Municipal Systems Act, the Municipal Structures 
Act and the Municipal Property Rates Act. 

The Municipality applies monies from the Financial Management Grant towards 
implementation of the MFMA and capacity building. A MFMA Implementation Plan has 

reg e u r |ariy Ve ° Ped ^ Pr ° greSS iS monitored - Reporting on Back to Basics takes place 

The budget process is commenced early in the financial year and is required to be 
dnven by the Mayor and EXCO. A key impact of the MFMA is to move away from a 
one-year budget to a three-year budget that is linked to the IDP. The budget should be 
forward looking and provide longer term capital planning to prioritise capital 
development and assist in addressing backlogs and service delivery in the community. 

The MFMA requires that performance on budget delivery be monitored through the use 
of Service Delivery and Budget Implementation Plans for each municipal department. 



KZN 238 - Alfred Duma Local Municipality’s 
2020/2021 Medium Term Budget 

PART 3 - Supporting Documentation 


The Municipal Performance Management System required in terms of the Municipal 
Systems Act including Performance Agreements for managers reporting to the 
Municipal Manager, has been developed and rolled out. 
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1. PREAMBLE 


a) The tariff policy is complied, adopted and implemented in terms of the 
Municipal Systems Act 

b) This policy guides the levying of fees for services provided by the 
municipality or by way of service delivery agreements. In setting of the tariff 
the Municipality shall at all times take due consideration to tariffs applicable 
elsewhere in the sector and broadly in the economic region. 

c) The latter consideration seeks to address the impact which policy tariffs 
may have on local economic development. 

d) It is imperative for the Municipality to acknowledge that the tariff policy must 
be driven by the current economic provisions: revenue adequacy and 
certainty, sustainability, effectiveness and efficiency; accountability, 
transparency and good governance -equity and redress as well as 
imperatives for development and investment. 


2. SCOPE OF THE POLICY 

a) It is intended that this policy document guides the annual setting (or 
revision) of tariffs, hence the Policy does not make specific tariff proposals, 
nor does it deal in any detail with the implementation of specific tariff 
proposals. Details pertaining to specific levels and applications of the 
various tariffs are published in the Schedule of Tariffs, which must be read 
in conjunction with this Policy 

b) The policy is applicable to all tariffs for electricity, rates solid waste, and 
other minor services provided by the Municipality. 


3. OBJECTIVES 

a) The policy objectives are to ensure that: 

(i) The tariffs of the Municipality conform to acceptable policy principles 

(ii) Municipal services are financially sustainable 

(iii) There is certainty in the Municipality, of how the tariffs will be 
determined 

(iv) Tariffs of the Municipality comply with the applicable legislation 



4. PRINCIPLES 


a) The basic principles and long-term goals for the Municipality is to include 
equity in service provision and sustainability of service levels through 
economic and effective funding of efficient services 

b) Where a service is provided primarily for the benefit of an individual user 
and the actual service or consumption can be recovered from the individual 
by means of tariffs. 

c) When a service connection is made a sundry tariff should be used and 
when a metered amount of a service is consumed a consumption based 
tariff should be used. Where Sundry tariffs and consumption based tariffs 
are used, they must comply with this policy. 

d) Where an individual user’s consumption can be metered, electricity and 
water will be charged for using Consumption-based Tariffs. 


5. DEFINITIONS 

a) “Municipal area” Means the area in respect of which the Municipality has 
executive and legislative authority as determined by the constitution and 
National legislation and the area demarcated by the demarcation act 

b) “Municipal Council” means a municipal Council as referred to in section 
57 of the constitution. 

c) “Poor Households”: Means those households in the Municipal area that 
cannot afford to pay either the enter tariff charge for the municipal service 
, or part of it, also means those households in the municipal area living in 
the property with a municipal valuation under R15000 and earn less than 
R1560 per month 

d) “Tariff Policy” means a policy on the levying of fees, rates and taxes for 
the Municipal services provided by the Municipality itself and that complies 
with the Municipal Systems Act. 

e) “Recovery Cost” resource management expenditure refers to those 
activities that are required to regulate, manage and maintain the service 

f) “Capital Costs (Deprecation) Capital cost expenditure is the Councils 
obligation to meet the repayments on loans negotiated to finance the 
provision of the service. 

g) “Disconnection fee” means a fee charged to a customer upon termination 
or restriction of a municipal service supplied to a meter 

h) “MFMA” means Local Government: Municipal Finance Management 
Act,2003 

i) “Re-connection Fee” means fee charge to a Customer upon reconnection 
of Municipal services 



6. APPLICABLE LEGISLATIVE FRAMEWORK 


a) In terms of section 62 (1) of the Municipal Finance Management Act 
(MFMA)the accounting officer is responsible for managing the fiscal 
administration of the municipality and in terms of Section (1)(f), must tor 
this purpose take all reasonable steps to ensure that the municipality has 
and implements a tariff policy referred to in section 74 of the Municipal 
Systems Act 

b) In terms of section74 (3) of the Municipal Systems Act a tariff policy may 
differentiate different categories of users, debtors , service providers, 
services and geographical areas subject to ensuring no unfair 
discrimination. 

c) For the purposes of this policy, the Regional Services Councils Act No.109 
of 1098, Municipal Finance management Act No53 of 2003 and the Local 
Government Municipal Systems Amendment Act No. 44 of 2003 has been 
used as reference. 


7. TARIFF POLICY 

Section 74(2) of the Municipal Systems Act sets out principles that must 

be reflected in this Policy. These principles are applied in the following 

manner: 

a) Users of municipal services should be treated equitably in the 
application of tariffs 

b) The amount individual users pay for municipal services should 
generally be in proportion to their use of that service; 

c) Poor households must have access to at least basic services through 

d) Tariffs that cover only operating and maintenance costs 

e) Special tariffs or life line tariffs for low levels of use or consumption of 
services or for basic levels of service 

f) Any other direct or indirect method of subsidisation of tariffs for poor 
households 

g) Tariffs must reflect the costs reasonably associated with rendering the 
service, including capital, operating, maintenance, administration and 
replacement costs, and interest charges; 

h) Tariffs must be set at levels that facilitate the financial sustainability of 
service, taking into account subsidisation from sources other than the 
service concerned 

i) Provision may be made in appropriate circumstances for a 
surcharge on the tariff for service 



j) Provision may be made for the promotion of local economic 
development through special tariffs for categories of commercial and 
industrial users 

k) The economical, efficient and effective use of resources, the recycling 
of waste , and other appropriate environmental objectives must be 
encouraged; and 

l) The extent of subsidisation of tariffs for poor households and other 
categories of users should be fully disclosed 

m) The Municipality’s tariff policy must- 

(i) Specify the manner in which the principles referred to in subsection 

(2) are to be implemented 

(ii) Specify the basis of differentiation, if any, between different 
categories of users, debtors,, service standards, geographical areas 
and other matters as long as the differentiation does not amount to 
unfair discrimination; and 

(iii) Include any further enforcement mechanism the municipality may 
wish to impose in addition to those contained in the Credit Control 
and Debt Collection By-law and policy, and any other municipal 
policies 


8. DIFFERENTIATION FOR TARIFF PURPOSES 

Section 74 (3) of the Systems Act allows for the differentiation between 
different categories of users, debtors, service providers, services, service 
standards, geographical areas and other matters for tariff purposes as long 
as the differentiation does not amount to unfair discrimination. The nature 
and basis for differentiation for tariff purposes of the Municipality are set 
below. Each municipal service is not compelled to differentiate for tariff 
purposes, but where it does; the differentiation must be consistent with the 
framework set out below, and the separate tariff must be applicable for 
category that is dined 


a) Categories of users 

The following categories of users may be defined, provided that they do 
not contradict the Municipal Rates Policy: 

(i) Residential or Domestic 

(ii) Non - Residential 

(1) Commercial 

(2) Industrial 

(3) Government 



(4) State-owned enterprises 

(5) Vacant land 

(6) Agricultural land 

(7) Hostels 

(8) Educational Institutions 

(9) Municipal 

(10) Religious Institutions 

(11) Charities/NPO 

(12) Cemeteries 


b) Categories of services 

The following criteria may be used in defining categories of services: 

(i) Type of service 

(ii) Category of user 

(iii) Level of consumption 

(iv) Type of connection 

(v) Time of use. 


9. AFFORDABLE TARIFFS 

a) The Alfred Duma Local Municipality undertakes to keep tariffs at 
affordable levels and will ensure that: 

(i) Services are delivered at an appropriate level 

(ii) Efficiencies are built into all Municipal operations 

(iii) Performance management system is introduced to ensure that 
plans that are devised are actually implemented , that resources 
are obtained as economically as possible , used efficiently and 
effectively and that appropriate service delivery mechanisms are 
used 

b) Any service that is provided for which there is little demand, that is 
priced under the actual cost of providing it and which requires the 
Municipality to maintain significant infrastructure and other facilities, are 
phased out, except where the Municipality is by law required to provide 
such service. 

c) To increase affordability for indigent persons, Municipality will ensure 
that its equitable share of revenue raised nationally, will be used to 
efficiently subside a certain level of basic services for them. 



9.1. 


PAYMENT FOR SERVICES 



a) Notwithstanding the provision for a minimum amount of free basic 
services consumers of services must pay for the amount of services 
that they use. 

b) Where it is possible to measure the consumption of services, the 
municipality to install metering systems 

c) In this regard the municipality will develop and fast-track a programme 
of installing meters where such meters remain outstanding. In line with 
the latter, it is Council’s policy that the tariff for such services must 
include all relevant cost factors as stated above 


9.2. LOCAL ECONOMIC DEVELOPMENT AND COMPETITIVENESS 

a) The size of the service charge accounts presented to local businesses 
is a significant business overhead for any business enterprise in the 
municipal area. The overhead of a business is one of the factors that 
influence the price of goods and services sold by it, and therefore its 
profitability and chances of survival. 

b) The municipality will therefore be sensitive that municipal accounts 
presented to local businesses are fair by amongst others, considering 
the desire: 

(i) To promote local economic competitiveness and 

(ii) To promote local economic development and growth 


9.3. SERVICE DELIVERY SUSTAINABILITY 

a) The Municipality ensure that the service that it provides must be 
sustainable. Financial sustainability of an enterprise will be achieved 
when it is financed in a manner that ensures that its financing is 
sufficient 

b) The tariff for a service must therefore be sufficient to cover the cost of 
the initial capital expenditure required and interest thereon, managing 
and operating the service and maintaining, repairing and replacing the 
physical assets used in its provision. 

c) Sustainability does not only mean that the price of the services must 
include all relevant costs element, it also means that the charges to be 
levied must be collected. 

d) The Council shall therefore adopt and apply a Credit Control and Debt 
Collection policy to ensure that service charges are recovered. 



9.4. 


TARIFF DETERMINATION 



a) Tariffs represent charges levied by Council on consumers for the 
utilization of services provided by the Municipality. Tariffs shall be 
calculated in various different ways, dependent upon the nature of the 
service being provided. 

b) Tariffs shall be set in such a manner so as to recover the full cost of the 
service being provided or recover a portion of those costs, or to bring 
about a surplus that can be utilized to subsidise other non-economical 
services. 

c) In special circumstance , such as significant increases in the cost price 
of goods and services , the Council will review its tariffs during the 
preparation of the annual budget 

d) Proposed tariffs shall be presented to the community during the 
Council’s consultations about the budget. Immediately after the Council 
has determined or amended a tariff, the Accounting Officer must clearly 
display it at all offices of the Municipality as well as at such other places 
within the Municipal areas he/she may determine. The notice must state 

(i) The general purpose of the resolution 

(ii) The date on which the determination or amendment comes into 
operation 

(iii) The date on which the determination or amendment comes into 
operation 

(iv) The date on which the notice is displayed 

(v) That any person who desires to object to such determination or 
amendment must do so in writing within 21 days after the date on 
which the notice was displayed and 

(vi) That any person who cannot write may come during office hours to 
place where a staff member of the Municipality named in the notice 
will assist that person to transcribe his objection. 

e) If no objection is lodged within the period stated in the notice the 
determination or amendment will come into operation on the date 
determined by the municipality. Where an objection is lodged, the 
Municipality will consider every objection. 

f) The Municipality shall, after it has considered all objections, confirm, 
amend, or withdraw the determination or amendment will come into 
operation. 

g) After the Council has considered the objections it will again give notice 
of the determination, amendment or date as determined above and will 
also publish it as determined by the Council. 



9.5. 


REVENUE SOURCES 


a) The Council shall finance the affairs of the Municipality by 

(i) Charging fees for services 

(ii) Imposing surcharges on fees, interest and to the extent authorised 
by national legislation, other taxes, levies and duties. 

b) The Municipality shall establish appropriate mechanisms, procedures 
and process to ensure community participation in, amongst other things, 
the preparation of its budget. 

c) The following provision shall be applicable: 

(i) Interest shall be charged at a prime rate per annum/ per month; 
must be paid to the Municipality on accounts that have not been 
paid within thirty days from the date on which such accounts 
become due. 


9.6. RECONNECTION FEES 

Reconnection fee shall be charged on all disconnected services. 


10. TARIFF TYPES 

In determining the type of tariff applicable to the type of service the Council 
shall make use of the following nine options or a combination of the same: 

a) Single tariff: this tariff shall consist of a fixed cost per unit consumed. 
All costs will therefore be recovered through a unit charges at the level 
of breakeven consumption. On good cause, the Council may approve 
percentage surpluses on primary services. The percentage surpluses 
shall be added to the fixed and variable costs of the service for the 
purpose of calculating the tariff 

b) Cost related two-to-four part tariff: This tariff shall consist of two-to- 
four parts .Management, capital, maintenance and operating costs will 
be recovered by grouping certain components together e.g. 
management, capital and maintenance costs may be grouped together 
and be recovered by a fixed charge, independent of consumption for all 
classes of consumers, while the variable costs may be recovered by a 
unit charge per unit consumed. 

c) Inclining block tariff: this tariff is based on consumption levels being 
categorized into blocks, the tariff being determined and increased as 
consumption levels increase. 



d) Declining block tariff: this tariff is the opposite of the inclining block 
tariff and decreases as consumption levels increase. 

e) Time-Of-Use Tariff: This tariff is on fixed charges, seasonal usage and 
time differentiated energy consumption and demand charges 

0 Availability Tariff: This is a certain type of Basic charge and must be 
charged in a fix rate. It is associated with electricity services; where 
the area of the household is fully serviced by the appropriate 
infrastructure for the rendering of the service. Yet; the household 
address, by choice of the owner, is not connected service supply 
system (infrastructure) of the service. The household address shall be 
liable for the availability tariff even though there is no consumption on 
the address premises. 

g) Auxiliary or Sundry Tariff: This tariff is applicable to all services and 
facilities where and when the cost cannot be determined accurately or 
where the tariff is intended only as control measure rather than cost 
recovery. It is applicable to all uses which are not covered under any of 
the foregoing tariff types. 

h) Regulating Tariff: This tariff is only for regulatory nature. It may 
recover either the full or portion of the cost associated with rendering 
of the service. 

i) Punitive Tariff: This tariff is applicable to instances of the imposition of 
penalty charges for particular acts or defaults or in instances where the 
charge is intended to discourage a particular behaviour or excessive 
consumption of a service. Some of the instances are created in terms 
of other duly approved policies and bylaws of the municipality; whilst 
other instances may be created by a resolution of the Council. 


11. MINOR TARIFFS 

a) All minor tariffs shall be approved by the Council in each annual budget, 
and shall, when deemed appropriate by the Council, be subsidized by 
property rates and general revenues, particularly when the tariffs will prove 
uneconomical when charged to cover the cost of the service concerned, or 
when the cost cannot accurately be determined, or when the tariff is 
designed purely to regulate rather than finance the use of the particular 
service or amenity. 

b) The following services shall be considered as community services, and no 
tariffs shall be levied for their use: 

(i) Disposal of garden refuse at the Municipal tip site 

(ii) Municipal reference library 



c) The following sen/ices shall be considered as economic services, and the 
tariffs levied shall cover 100% or as near as possible to 100% of the 
budgeted annual operating expenses of the service concerned: 

(i) Maintenance of graves and garden of remembrance (cremations) 

(ii) Rentals for the use of Municipal halls and other premises 

(iii) Building plan fees 

(iv) Development Applications (Town Planning ) Fees 

(v) Photostat copies and fees 

(vi) Clearance certificates 

d) The following charges and tarifFs shall be considered as regulatory or 
punitive and shall be determined as appropriate in each annual budget: 

(i) Municipal Swimming pool 

(ii) Municipal museum and art gallery 

(iii) Fines for lost or overdue library books 

(iv) Advertising sign fees 

(v) Pound fees 

(vi) Penalty and other charges imposed in terms of the approved policy 
on credit control and debt collection 

(vii) Penalty charges for the submission of dishonoured, stale , post¬ 
dated or otherwise unacceptable cheques 

e) Market related rentals shall be levied for the lease of Municipal properties 


12. ACCESS TO BASIC SERVICES 

a) Tariffs should seek to ensure that a minimum level of service is affordable 
for all households, ensuring all households (formal and informal) have 
access to basic services. 

b) The Municipality shall consider relief in respect of a Tariff, for the Indigent 
to the extent that the Municipal Council deems such relief affordable in 
terms of each annual budget 


13. REVIEW OF TARIFFS 


All Tariffs shall be reviewed annually 



14. SPECIAL TARIFFS 


a) Special tariffs may be imposed, subject to approval by Municipal Council: 

(i) In terms of an agreement entered into between the Municipality and 
any person or service provider, in line with applicable legislation. 
Such agreement must be approved by the Municipal Council or 

(ii) In terms of a service level agreement entered into between the 
176(b) of the ACT 

(iii) Special Tariffs are generally competitive, determined by the volumes 
and income generated. 

15. UNIT OF MEASUREMENT 

The following units of measurement will, where possible, be used to determine 
tariffs: 

a) Electricity 

(i) Maximum demand plus fixed costs plus KWH consumed. 

(ii) Fixed costs plus kWh consumed. 

(iii) kWh consumed (kWh - Kilowatt hour) 

(iv) Kva (KVA- Kilovolt ampere) 

b) Refuse removal 

(i) The categories of refuse removal users as set out below shall be 
charged at the applicable tariffs, as approved by the Council in each 
annual budget. 

(ii) Tariff adjustments shall be effective from 1 July each year. 

(iii) A separate fixed monthly refuse removal charge shall apply to each of 
the following categories of users, based on the costs of the service 
concerned: 

(1) Domestic and other users 

(2) Business and other users 

(3) Business and other (bulk consumers) 

(iv) Registered indigents may receive such discount on this charge as the 
Council deems affordable when approving each annual budget. 



16. POLICY ADOPTION 


This Policy is adopted and approved by the full Council of Alfred Duma Local 
Municipality for implementation as follows: 

Resolution Number:_ 

Approval Date:_ 


17. EFFECTIVE DATE 

This Policy shall become effective as from the following Date: 
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(3*1) Fees and costs payable to the Pound Keeper. The Pound Keeper shad be entitled to charge the owner of Impounded animals 





(4.6) Interment of ashes In memorial wall: 
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5. TARIFFS RELATING TO PARKS. SPORTS GROUNDS ETC 
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(a) Trafnfrig sessions by sporting bodies / clubs (limited to 90 mins) - application to be done in writing R 80.00 RB4.00 




6. PUBLIC SWIMMING BATHS AND PARKS 
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(i) Morning or Afternoon sessions R 276,00 R2B0.00 

(II) Evening sessions R 386.00 R3S6.00 




(s) Wedding per hour (until 12:00) R1430.00 R1 30040 



The following fees shall be paid for the printing of plans 
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B. CATEGORY 2 APPLICATIOI 
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(o) Advertisements on forecourts of business premisesottierman the onra mentioned above R 500.00 
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(2) Emerghg commarctalflndividual farmers 
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(b) A consumer may apply to the Council to reduce or to Increase the size of a circuft breaker (MCB) or the notified 
maximum demand , A consumer may not apply to reduce the crcufc breaker or to reduce the notified maxim is 
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(5) Scale 3: Medium business and Industrial premises 

This scale shall apply where the notified maximum demand Is 5DKVA but less than 500kVA supplied at low voltage. 

One calendar-month^ notice of any Increase and twelve (12) months notice of any decrease in the notided maximum demand, 
must be given In wrthg by the consumer to the Council and of the date upon which the revised supply Is roquired.From the date on 
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(7) High Voltage Bulk: Commercial Resellers {time of use) 
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22. BYLAWS RELATING TO INFLAMMABLE LIQUIDS AND SUBSTANCES 

Fees payable for registration and certificates of the above mentioned bylaw 
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Council resolves that property rates reflected below and any other municipal 

tax reflected in Annexure 1 Tariff Policy’ and Annexure 3 ‘Municipal Property Rates Policy’ are imposed 
for the budget year 2020/2021 



Category 

2019/2020 
Rates 
Randage 
; Inc 6% 

2020/2021 
Rates 
Randage 
Inc 0% 

Exemption 

Phasing In 

Impermissible 

Rebate 

Residential (11) 

0.01260 

0.01260 

No 

No 

100 000 

0.00% 

Comm and Business (12) 

0.02243 

0.02243 

No 

No 

0 

0.00% 

Industrial (15) 

0.01443 

0.01443 

No 

No 



Farms: Agriculture (13) 

0.00311 

0.00311 

No 

No 

0 

0.00% 

Public Service Infrastructure (14) 



yes 

No 

0 

0.00% 

Vacant Land (16) 

0.04616 

0.04616 

No 

No 

0 

0.00% 

Municipal Properties (20) 



yes 

No 

0 


State | Public Service Purposes) (21) 

0.02623 

0.02623 

No 

No 

0 


Public Benfit Organisations^) 



yes 

NO 

0 


Religious (Place of Public Worship) (25) 



m 

No 

0 


Public Open Space (30) 



yes 

No 

0 


Municipal Vacant Land (29) 



yes 

No 

0 
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CREDIT CONTROL & DEBT COLLECTION POLICY 
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Pqi7 

7.4.2 The Municipality reserves the right to block or withheld a percentage from purchase of electricity 
on the pre-payment system if the account linked to the prepaid meter is not paid by the due date. 
The percentage withheld will be transferred to the said account. The % deduction will be 
decided/determined by Council. 
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1. DEFINITIONS 

For the purpose of these by-laws, any word or expressions to which a meaning has been 
assigned in the Act shall bear the same meaning in these by-laws and unless the context 
indicates otherwise. 

“Account” means any account rendered for municipal services provided; 

“Act” means the Local Government: Municipal System Act 32 of 2000 as amended; 

“Authorised agent” means- 

a) Any person authorised by the Municipal Council to perform any act, function or 
duty in terms of, or exercise any power under these By-laws; and/or 

b) Any person to whom the Municipal Council has delegated the performance of certain 
rights, duties and obligation in respect of providing revenue services; and/or 

c) Any person appointed by the Municipal Council in terms of a written contract as a service 
provider to provide revenue services to customers on its behalf, to the extent authorised 
in such contract; 

“Chief Financial Officer” means the Chief Financial Officer of Alfred Duma Local Municipality; 

“Customer” means a person with whom the Municipality or its authorised agent has concluded 
an agreement for the provision of municipal services; 

“Defaulter” means a customer/ owner who owes arrears; 

“Estimated Consumption” Means the deemed consumption by a customer whose 
consumption is not measured during a specific period, which estimated consumption is rationally 
determined taking into account at least the consumption of municipal services for a specific level 
of service during a specific period in the area of supply of the municipality or its authorised agent. 

“Household” means a traditional family unit consisting of a maximum of eight persons (being 
a combination of four persons over the age of eighteen and four persons eighteen years or 
younger); 

“Municipality” means the Municipality of Alfred Duma Local Municipality (KZN 238); 


“Municipal Council” means the municipal Council of Alfred Duma Municipality 
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2. PREAMBLE 

WHEREAS section 96 of the Local Government: Municipal Systems Act, 2000 (Act 32 of 2000) 
requires a Municipality to adopt, maintain and implement a credit control, debt collection and 
customer care policy; 

AND WHEREAS section 97 of the Systems Act prescribes what such policy must provide for; 
NOW THEREFORE the Alfred Duma Local Municipality adopts the policies as set out in this 
document. 

3. OBJECTIVES 

3.1 Customer Care: To create a positive relationship and co-operation between persons liable for 
any payment and the Municipality, and where applicable, a service provider, and to provide a 
pro-active way to enhance the payment of services and in response to consumers’ needs. 

3.2 Credit Control: To implement procedures, which ensure the collection of debt, meeting service 
targets and the prevention of escalation of arrear debt, and to provide incentives for prompt 
payment, as well as ensuring limited risk levels by means of effective management tools. 

3.3 Debt Collection: To provide procedures and mechanisms to collect all monies due to Council 
arising from services rendered and annual levies in order to ensure financial sustainability and 
delivery of municipal services in the interest of the community. 

3.4 Indigent Subsidy: To facilitate and provide funding (financial assistance) for a basic level of 
services that is linked to the tariff policies to qualifying households which are poor. The subsidy 
and qualification criteria will be a separate policy referred to in the Customer Care, Credit Control 
and Debt Collection Policy as the Indigent Policy. 

4. PRINCIPLES 

4.1 The administrative integrity of the Municipality must be maintained at all times. The 
democratically elected Councillors are responsible for policy-making, while it is the responsibility 
of the Municipal Manager to ensure the execution of these policies. 

4.2 All owners must complete an official application form, formally requesting the Municipality to 
connect them to service supply lines. 
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1 

4.3 A copy of the application form, conditions of services and extracts of the relevant Council’s credit 
control and debt collection policy and by-laws must be handed to every customer on request at 
such fees as may be prescribed by Council. 

4.4 Billing is to be accurate, timeous and understandable. 

4.5 The customer is entitled to reasonable access to pay points and to a variety of reliable payment 
methods. 

4.6 The customer is entitled to an efficient, effective and reasonable response to appeals, and 
should suffer no disadvantage during the processing of a reasonable appeal. 

4.7 Enforcement of payment must be prompt, consistent and effective. 

4.8 Unauthorised consumption, connection and reconnection, the tampering with or theft of 
meters, service supply equipment and/or the reticulation network, and fraudulent activity will 
lead to disconnections, penalties, loss of rights and criminal prosecutions. 

4.9 Incentives and disincentives may be used in collection procedures. 

4.10 The collection process will be cost effective. 

4.11 “Best Practices” will be pursued. 

4.12 Performance results will be regularly and efficiently reported to Council. 

4.13 Application forms will be used to categorise customers / owners and to determine whether the 
customer / owner qualifies for indigent subsidy, and the method to supply electricity via pre¬ 
payment or credit electricity meters. 

4.14 Targets for performance in both customer service and debt collection will be set and pursued 
and remedies implemented for non-performance. 

4.15 Although customer care and debt collection are inter-related, two separate sections must handle 
them on an independent basis. 

4.16 The customer’s debt must arise out of a legal framework and must be legally collectable. The 
principle of providing service in lieu of payment for arrear accounts is supported. 
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5. DUTIES AND FUNCTIONS 


5.1 


The duties and functions of the Municipal Council are to: 

a) Approve a budget consistent with the needs of communities, ratepayers and residents, 

b) Impose rates and taxes and to determine service charges, fees and penalties to finance 
the budget; 

c) Provide sufficient funds to give access to basic services for the poorest of the poor as 
referred to in the Indigent Support Policy. 

d) Provide for bad debt, in line with the payment record of the community, ratepayers and 
residents, as reflected in the annual financial statements of the Municipality; 

e) Set an improved target for debt collection, in line with acceptable accounting ratios and 
the abilities of the Municipal Manager; 

f) Approve a reporting framework for credit control and debt collection; 

g) Consider and approve by-laws to give effect to Council’s policy; 

h) Monitor the performance of the Executive Committee and the Municipal Manager 
regarding credit control and debt collection; 

i) Revise the budget should Council’s targets for credit control and debt collection not be 
met; 

j) Take disciplinary action against officials who do not execute Council policies and by¬ 
laws; 

k) Approve a list of attorneys / in-house counsel that will act for Council in all legal matters 
relating to debt collection; 

l) Delegate the required authorities to monitor and execute the credit control and debt 
collection policy to the Executive Committee and the Municipal Manager respectively; 

m) Approve an appropriate staff structure for credit control and debt collection; 

n) Appoint debt collection agents to assist the Municipal Manager in the execution of his/her 
duties, if required, and 

o) Provide funds for the training of staff. 


5.2 The duties and functions of the Executive Committee are to: 

a) Ensure that the Council’s budget, cash flow and targets for the debt collection are met 
and executed in terms of the policy and relevant by-laws; 

b) Monitor the performance of the Municipal Manager in implementing Council’s policy and 
by-laws; 

c) Review and evaluate the policy and by-laws in order to improve the efficiency of the 
Council’s credit control and debt collection procedures, mechanisms and processes; and 
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“Municipal Manager” means the Accounting Officer of Alfred Duma Local Municipality; 

“Municipal services” means services provided by the Municipality or its authorised agent, 
including refuse removal, electricity services, rates and sundries or any one of the above; 

“Occupier” includes any person in actual occupation of the land or premises without regard to 
the title under which he occupies, and, in the case of premises sub-divided and let to lodgers or 
various tenants, shall include the person receiving the rent payable by the lodgers or tenants 
whether for his/her own account or as an agent for any person entitled thereto or interested 
therein; 

“Owner” means- 

a) the person in whom is vested the legal title to a premises; 

b) in the case where the person in whom the legal title to a premises is vested is insolvent or 
dead, or is under any form of legal disability whatsoever, the person in whom the 
administration and control of such premises is vested as curator, trustee, executor, 
administrator, judicial manager, liquidator or other legal representative; 

c) in any case where the Municipality or its authorised agent is unable to determine 
the identity of such person, a person who is entitled to the benefit of the use of such 
premises or a building thereon; 

d) in the case of premises for which a lease agreement of thirty (30) years or longer has been 
entered into, the lessee thereof; 

e) in relation to Ingonyama Trust Board Members that owns and administers Ingonyama 
Trust land in terms of the KwaZulu Ingonyama Trust Act, (KwaZulu Act No 3 of 1994) 
(“ITA"). 


“Property” means any portion of land, of which the boundaries are determined within the 
jurisdiction of the Municipality, defined in terms of Municipal Property Rates Act 6 of 2004 
(“MPRA”) as: 

a) immovable property registered in the name of a person; 

b) a right registered against immovable property in the name of a person; 

c) a land tenure right registered in the name of a person or granted to a person in terms of 
legislation or; 

d) public service infrastructure. 
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d) Report to the Council. 

5.3 The duties and functions of the Municipal Manager are to: 

a) Implement good customer care management; 

b) Implement the Council’s credit control and debt collection policy; 

c) Install and maintain an appropriate accounting system; 

d) Bill consumers appropriately; 

e) Demand payment on due date; 

f) Raise penalties on defaulter’s accounts; 

g) Ensure that appropriate payment is received; 

h) Collect outstanding debt; 

i) Implement “Best Practices” procedures 

j) Provide different payment methods; 

k) Determine customer care, credit control and debt collection measures 

l) Determine work procedures for public relations, arrangements, disconnections of 
services, summonses, attachments of assets, sales in execution, writing off of bad debts, 
sundry debtors and legal processes; 

m) Appoint firm/s of attorneys to complete the legal process (i.e. attachments and sale in 
execution of assets, emolument attachment orders etc.); 

n) Set performance targets for staff; 

o) Appoint staff to execute Council’s policy and By-laws in accordance with Council’s staff 
policy; 

p) Delegate certain functions to Heads of departments; 

q) Determine control procedures; 

r) Monitor contracts with Service Providers in connection with credit control and debt 
collection; and 

s) Report to the Executive Committee and Council. 

5.4 The duties and functions of communities, ratepayers and residents are to: 

a) Fulfil certain responsibilities, as brought about by the privilege to use and enjoy public 
facilities and municipal services; 

b) Pay service fees; rates on property and other taxes, levies and duties imposed by the 
Municipality; 

c) Observe the mechanisms and processes of the Municipality in exercising their rights; 

d) Allow municipal officials reasonable access to their property to execute municipal 
functions; 

e) Comply with the by-laws and other legislation of the Municipality; 

f) Refrain from tampering with municipal services and property. 
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5.5 Duties and Functions of Ward Councillors and Political Parties are to: 

a) Hold regular ward meetings; 

b) Adhere to and convey Council’s policies to residents and ratepayers; and 

c) Adhere to Council’s Code of Conduct for Councillors. 

6. CUSTOMER CARE POLICY 

6.1 Customer Feedback 

6.1.1 The Municipality will, within its financial and administrative capacity, conduct an annual process 
of compiling its budget, which will include revised targets for credit control. 

6.1.2 Council’s Customer Care, Credit Control and Debt Collection Policy, will be available in English 
only and will be made available by general publication and on specific request, and will also be 
available at Council’s offices for perusal. 

6.1.3 Council will endeavour to distribute a regular newsletter, which will give prominence to customer 
care and debt issues. 

6.1.4 Ward Councillors will be required to hold regular ward meetings, at which customer care and 
debt issues will be given prominence. 

6.1.5 The press will be encouraged to give prominence to Council’s Customer Care and Debt issues, 
and will be invited to Council meetings where these are discussed. 

6.2 Handling of Complaints 

6.2.1 Council aims to establish: 

a) A customer care unit; 

b) A centralised complaints database to enhance co-ordination of complaints, their speedy 
resolution and effective communication with customers; 

c) Appropriate training for officials dealing with the public to enhance communications and 
service delivery; 

d) Establish monitoring mechanism to ascertain that queries are resolved within timeframes 
as set by service standard chart; and 

e) A communication mechanism to give Council feedback on service, debt and other issues 
of concern. 
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6.3 Metering 

6.3.1 The Alfred Duma Local Municipality reserves the right to supply electricity to any consumer by 
means of a pre-paid or conventional meter, whichever is deemed more economical. 

6.3.2 The Municipality or its authorised agent must in respect of municipal services that can be 
metered, endeavour to meter all customer connections. 

6.3.3 All meters will be read on a monthly basis. If a service is not measured, the Municipality or its 
authorised agent may, determine the amount due and payable by a customer for municipal 
services supplied to him/her in the following manner: 

a) Shared consumption; or if not possible 

b) Estimated / average consumption. 

The consumer has the responsibility to provide access to the metering equipment to the 
municipal official or it agent in order to obtain the meter readings for billing purposes. 

6.3.4 Customers are entitled to request verification of meter readings and accuracy, but may be held 
liable for the cost thereof as per Council’s approved tariff of charges. “Meter estimation is 
calculated using six months prior data in the following way: 

Total days for the prior six months is totalled (using the applicable actual reading dates) as 
well as the total consumption for the prior six months. The total consumption is then divided by 
the total days to obtain a daily average. 

The daily average is multiplied by the applicable billing days in the current period to obtain the 
meter estimated consumption” 

6.3.5 Customers will be informed of meter replacements as and when needed. 

6.3.6 If a service is metered but it cannot be read due to financial and human resource constraints or 
circumstances out of the control of the Municipality or its authorised agent, and the customer is charged 
for an estimated consumption, the account following the reading of the metered consumption must 
articulate the difference between the actual consumption and the estimated consumption, and the 
resulting credit or debit adjustment. If the meter reading problem cannot be resolved, the credit electrical 
meter will be replaced with a pre-paid electricity meter. 

6.4 Accounts and Billing 

6.4.1 The customer may receive more than one account for different municipal services if they are 
accounted for separately. 

6.4.2 Accounts will be produced in accordance with the meter reading cycle and due dates are linked 
to the statement date. 


Alfred Duma Municipality 


13 


Draft Customer care, Credit Control & Debt Collection Policy _ 

6.4.3 Accounts will be rendered monthly to customers at the address last recorded with the 
Municipality or its authorised agent. 


6.4.4 Failure to receive or accept an account does not relieve a customer of the obligation to pay any 
amount due and payable (i.e. it remains the client’s responsibility to ascertain any amounts 
payable). 


6.4.5 Accounts must be paid on or before last day of the month. 


6.4.6 Where an account is not settled in full, any lesser amount tendered to and accepted shall not 
be deemed to be in final settlement of such an account. 


6.4.7 Where any payment made to the Municipality or its authorised agent by negotiable instrument 

is later dishonoured by the bank, the Municipality or its authorised agent: 

a) Will recover the average bank charges incurred relating to dishonoured negotiable 
instruments against the account of the customer; and 

b) Shall regard such an event as default on payment, and services will be disconnected 
immediately. 

c) No further cheque payments will be accepted after a cheque is returned by the bank for 
whatever reason. 

d) Cost in terms of tariff of charges will be recovered from the cashier employed by the Alfred 
Duma Local Municipality if he or she accepts a post-dated/unsigned or altered cheque. 


6.4.8 The Municipality or its authorised agent must, if administratively possible, issue a duplicate 
account to a customer on request. 


6.4.9 Accounts must contain at least the following: 

a) The services rendered 

b) The consumption of metered services or average, or estimated consumption. 

c) The applicable charges 

d) The amount due 

e) property rates payable 

f) Surcharges 

g) Value Added Tax 

h) Any rebates 

i) The adjustments, if any, to metered consumption that has been previously estimated. 

j) The arrears 

k) The interest payable on arrears 

l) The final date of payment 

m) The methods, places and approved agents where payment may be made. 

n) Administration charges 

o) Payments received. 

p) Period stipulated in the account. 

q) Any subsides. 
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6.4.10 Every refuse tariff will be raised in line with the valuation category of properties and be 
consolidated with the respective rates account per erf, and provided to the owner of the property, 
not tenants - CONSOLIDATED ACCOUNTS WILL NOT BE UNCONSOLIDATED. No refuse 
charge will be raised for properties categorised as vacant land if not serviced by contract as 
stipulated in the Refuse Removal Policy. 

6.4.11 New services and rates accounts will only be entered into with the owner of the property where 
the services is required, and the installation of a pre-paid electricity meter is compulsory. 

6.4.12 In the event of a spouse passing on, the remaining spouse will not be regarded as a new owner 
for the purpose of paying connection fees and converting to pre-paid electricity with the provision 
that spouse inherit the property or is the co-registered owner. 

6.4.13 The Municipality may- 

a) Consolidate any separate accounts of a person liable for payments to the Municipality; 

b) Transfer a payment by such a person against any account of that person; and 

c) Implement any of the debt collection and credit control measures provided for in terms of 
the Local Government: Municipal Systems Act 32 of 2000 in relation to any arrears on any 
of the accounts of such a person. 

6.4.14 The payment of rates and services shall not be affected by reason of an objection, appeal, non- 
compliance with the Rates Policy of the Municipality. 

6.5 Enquiries, Appeals and Service Complaints 

6.5.1 If a customer believes that his/her account is inaccurate, he/she can lodge a query with the 
Municipality for investigation of this account in the prescribed format, as set by the Municipality. 
Where necessary the relevant alterations will be effected within 30 days. 

6.5.2 A query or complaint must be accompanied by the payment of the average of the last three 
months’ accounts where history of the account is available or an estimated amount provided by 
the Municipality before payment due date until the matter is resolved. 

6.5.3 The Municipality or its authorised agent will: 

a) Investigate or cause the query or complaint to be investigated; 

b) And, must inform the customer in writing, sms or telephonically of its finding within one 
month after the query or complaint was registered. 
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6.5.4 Failure to make such agreed interim payment would make the customer liable for disconnection 
or other normal credit control procedures, together with the applicable fees and converting to 
pre-paid electricity at the owners cost. 

6.5.5 A customer may appeal against a finding of the Municipality or its authorised agent in terms of 
section 6.5.1 in writing, on the prescribed form. 

6.5.6 An appeal and request in terms of subsection 6.5.5 must be made in writing and lodged with the 
Municipality within (twenty-one) 21 days after the customer became aware of such finding 
referred to in section and must: 

a) Set out the reasons for the appeal; and 

b) Be accompanied by any security determined for the testing of a measuring device, if 
applicable. 

6.6 Payment Facilities and Methods 

6.6.1 The Municipality or its authorised agent will operate and maintain suitable pay-point facilities, 
and these facilities will be accessible to all users for payment of accounts and pre-paid electricity 
purchases. 

6.6.2 The Municipality will, at its discretion, allocate a payment made by a debtor of an amount less 
than the total amount due in order to service debts. A debtor may not specify that a payment is 
for a specific portion or service of the account. The payment may be allocated to any hand-over 
account for legal collection and the current account disconnected for arrears. 


PRIORITY 

NO. 

STATUS 

SERVICE 

1 

Arrears 

All other Municipal charges including interest, administration 
charges and penalties. 

2 

Arrears 

Additional Deposits 

3 

Arrears 

Sundry Charges 

4 

Arrears 

Housing Charges 

5 

Arrears 

Refuse Charges 

6 

Arrears 

Rates 

7 



8 



9 



10 



11 

Current 

Housing Charges 

12 


Refuse Charges 

13 

§j 

Rates 

14 


Electricity Charges 

15 


Will be allocated in terms of the Vat Act of 1991 
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6.6.3 The Municipality may, with the consent of a customer, approach an employer to secure a debit 
or stop order arrangement. 

6.6.4 The customer will acknowledge, in the customer agreements that the use of customer agents in 
the transmission of payments to the Municipality is at the risk and cost of the customer. This is 
also applicable for the transfer time of the payment, and payment will only reflect for credit 
control purposes once credited and receipted to the specified debtors account. 

6.7 Performance Targets 

6.7.1 Council will create a mechanism wherein these targets are assessed. Council’s performance is 
evaluated and remedial steps taken. 

6.7.2 Income Collection Targets 

Council must create targets that include reduction in present monthly increase in debt, in line 
with performance agreements determined by Council. 

6.7.3 Customer Service Targets 

Council must create targets that would include: 

a) Response time to customer queries. 

b) Date of first account delivery to new customers. 

c) Reconnection time elapse. 

d) Meter reading cycle. 

6.7.4 Administrative Performance 

Council is to create targets that will include: 

a) Cost efficiency of debt collection; 

b) Query and appeal periods; and 

c) Enforcement mechanism ratios. 

7. CREDIT CONTROL POLICY 

7.1 Service Application & Connection 

a) All owners of properties will be required to sign an agreement governing the supply and 
cost of municipal services. The Municipality will progressively consolidate all service 
accounts to the owners account. Pre-Paid Electricity meters will be installed for all new 
connections. 
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b) All identified Government properties will be required to enter into a service contract for 
rates and refuse. The contract for rates and services will only be entered into in the name 
of the registered owner by the identified authorised official. 

7.1.1 Installation of pre-paid electricity meters if electricity supplied 

a) That any transfer of property to new owners be subject to an installation of a pre-paid 
electricity meter (cost paid by the owner). That any defaulter on the disconnection list, be 
equipped with a pre-paid electricity meter (cost paid by the owner). 

b) Any credit electricity meter, where access to read the meter is restricted by the owner will 
be replaced by a pre-paid electricity meter (cost to be paid by the owner). 

c) Faulty credit meters will be replaced with the pre-paid wherever practical (cost to be borne 
by council). 

d) Credit meter customers (residential and commercial) using less than 200 kWh per month 
be replaced with a pre-paid meter at the discretion of the Department of Infrastructure and 
Services (cost to be borne by Council). 

e) Bulk replacement of credit meters is initiated to areas where it is deemed impractical to 
continue reading these meters due to the high concentration of pre-paid meters in 
existence (cost to be borne by council). 

f) Installation of Smart Metering will be implemented by Council. All electricity meters to be 
converted to Smart Metering after a feasibility study is done (cost to be borne by Council). 

g) The electricity meters of domestic customers in Alfred Duma Local Municipality jurisdiction 
area using in excess of 1 000 kWh per month (based on a 12-month average) be replaced 
with smart meters and be placed on a Time of Use tariff (cost to be borne by Council). 

7.1.2 Prior to the signing of these agreements, customers will be entitled to receive the policy 
document of the Council on a request at a cost determined by Council. 

7.1.3 On signing of the agreement, customers will receive a copy of the agreement for their records. 

7.1.4 All identified Government properties will be required to enter into a service contract for rates and 
refuse. The contract for rates and services will only be entered into under the name of the 
registered owner identified by the authorised official. 

7.1.5 In the agreement customers will acknowledge liability for costs of collection, interest, penalties 
and any other cost contained in the by-laws to collect outstanding monies, in the event of late 
payment. 
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7.1.6 Existing customer will be required to sign new agreements as determined by the Municipal 
Manager from time to time to update the Municipal records. 

7.1.7 With respect to residential registrations, the owner of the property must produce the following 
documents: 

a) Certified copy of identity document or passport 

b) A letter from the transferring attorney confirming ownership or copy of the Title Deed and 
if not available an extract from the Deeds Office be attached to the contract. 

c) Rateable details or rate number of the property if available. 

7.1.8 With respect to commercial registrations the following documents must be produced: 

a) The Certificate of Registration or Incorporation of the Company, CC, Trust, or Partnership. 

In addition, in the case of company, the CM29; 

b) Certified copy of the identity document or passport of all of the directors, members, 
trustees or owners in the case of a sole proprietor, who would open an account. 

c) Letters of authority in the case of a partnership or sole proprietor. 

d) The Council reserves the right to request personal cashback deposit from one or more of 
the Directors / Members of a company or CC whenever it deems this to be appropriate. 

e) Proof that the business is duly registered as a business levy payer or is exempted there 
from. 

f) VAT registration numbers if applicable. 

g) Proof of ownersh ip of property. 

7.1.9 All commercial and domestic new connections will be in the owner’s name only. 

7.2 Customer Screening and Securities/Deposits 

7.2.1 All applicants will be checked for credit-worthiness. This will include checking information from 
banks, credit bureaus, local authorities, trade creditors, employers and references supplied by 
consumers. 

7.2.2 Security deposits in cash or alternatively accepts a bank guarantee subject to approval by the 
Municipal Manager be accepted, and may vary according to the risk. The average cry for new 
connections will be determined on application for services to be rendered. 

7.2.3 Deposits and level of services can vary according to the credit-worthiness or legal category of 
the applicant. 
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7.2.4 The Municipality can increase deposits at any time and at the sole discretion of the Municipality 
not to be more than two and half times the monetary value of the most recent consolidated 
accounts for services of the premises for which an application is made. 

7.2.5 An amount deposited with the Municipality shall not be regarded as being in payment or part 
payment of an account due for services rendered. 

7.2.6 No interest shall be payable by the Municipality or its authorised agent on any deposit held. 

7.2.7 On the termination of the agreement the amount of the deposit less any outstanding amount 
due to the Municipality will be refunded to the consumer on application, meeting all 
requirements. A deposit shall be forfeited to the Municipality if the customer has not claimed it 
within 12 (twelve) months of termination of agreement. 

7.3 Consolidated Accounts 

Customers will receive an accurate bill from the Municipality. Such bill will consolidate all service 
costs for that property, and the Municipality may credit all payments received from such a person 
to any service and order of preference as determined by Council from time to time. 

7.4 Arrears 

The Municipality shall have the right to restrict or discontinue the supply of services or to 
implement any other debt collection action necessary due to late or non-payment of accounts, 
relating to any consumer, owner or property. All accounts which are in arrears below R500.00 
will be notified to make the necessary payment, failure to make payment will result in the 
electricity supply being blocked or restricted. If the customer further neglects to payment, the 
electricity supply will be disconnected. 

7.4.1 Electricity supply will be blocked, restricted or disconnected at the discretion of the Municipality 
for any arrears with any service attached to the lot or erf exceeding R500.00 or as decided by 
the Credit Control Action Committee from time to time as deemed necessary. 

7.4.2 The Municipality reserves the right to block or withheld a percentage from purchase of electricity 
on the pre-payment system if the account linked to the prepaid meter is not paid by the due 
date. The percentage withheld will be transferred to the said account. The % deduction will be 
decided/determined by Council. 

7.4.3 Interest charged - refer to paragraph 8.1.2. 
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7.4.4 Any dispute, concerning any amount charged between the Municipality and the person referred 
to, will result in the same procedures being applied as indicated in paragraph 6.5. 

7.4.5 A staff member of the Municipality may not be in arrears to the Municipality for rates and service 
charges for a period longer than three (3) months, and the Municipality may deduct any 
outstanding amounts from a staff member’s salary after this period. 

7.4.6 A Councillor may not be in arrears for rates and service charges for a period longer than three 
(3) months. 

7 4.7 Municipal staff and Councillors, excluding employees hired under job creation program, are not 
entitled to benefit from the Indigent Support subsidy whilst employed and if it is discovered that 
a staff member or councillor has benefited from the Indigent Support subsidy after the date of 
their employment with the municipality, this will result in disciplinary action being taken against 
the relevant staff member or councillor. 

7.5 Incentives for Prompt Payments 

7.5.1 The Municipal Council may institute incentive schemes to encourage prompt payment. 

7.5.2 Such incentive schemes, if introduced, will be reflected in annual budgets as additional 
expenditure. 

7.6 Right to Access Premises 

7.6.1 The owner and /or occupier of property is to allow an authorised representative of the 
Municipality access at all reasonable hours to the property in order to read, inspect, install or 
repair any meter or service connection for reticulation, or to disconnect, stop or restrict, or 
reconnect, the provision of any service. 

7.6.2 The owner is responsible for the cost of relocating the existing electricity meter if satisfactory 
access is not possible. 

7.6.3 If a person fails to comply with 7.6,1 the Municipality or its authorised representative may: 

a) By written notice require such person to restore access at his/her own expense within a 
specified period. 

b) If it is the opinion that the situation is a matter of urgency, without prior notice restore 
access and recover the cost from such person. 

c) All credit electricity meters without access will be replaced by a pre-paid electricity meter 
at the cost of the owner. 
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7.7 Different Categories of Debtors 

Customers will be categorised according to certain classifications based on the type of entity, 
use of services, levels of services, infrastructure requirements and applicable tariffs and risk 
levels. 

8. DEBT COLLECTION POLICY 

8.1 Responsibility for amounts 

In terms of Section 118(3) of the Systems Act, an amount due for municipal service fees, 
surcharge on fees, property rates and other municipal taxes, Levies and duties is charge upon 
the property in connection with which the amount is owing and enjoys preference over mortgage 
bond registered against the property. Accordingly - 

a) The owner of such property shall be liable for charges incurred in connection with such 
property and all municipal debts must be paid by the owner of such property without 
prejudice to any claim or right of recovery which the Municipality may have against another 
person. 

8.2 Enforcement Mechanisms 

8.2.1 Interruption of Service 

a) Customers who are in arrears with their municipal account and who have not made 
arrangements with Council will have their supply of electricity and other municipal services 
suspended or disconnected on a fourteen (14) days’ notice. A pre-paid electricity meter 
will be installed at the owner’s expense based on the tariffs as set by Council at the 
beginning of the financial year. 

b) Council reserves the right to deny, restrict, or block the sale of electricity to customers who 
are in arrears with their rates or other municipal charges. 

c) Upon payment of arrears, or the conclusion of acceptable arrangements for term payment, 
the service will be reconnected as soon as possible - 

i. If paid before 13:00 reconnection will be on the same day (noting emergency power 
failures take preference). 

ii. If paid after 13:00 reconnection will be on the next working day (noting emergency 
power failures take reference). 

iii. If the electricity service (cable or meter) has been removed, it will be treated as a 
new connection, and only be reconnected as soon as possible when all 
outstanding debt is paid. 
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iv. The Credit Control Manager has the right to evaluate and reconnect electricity 
supply outside of the above prescribed times in case of emergency as and when 
required, with an after hour reconnection fee applicable. 

d) The cost of the restriction or disconnection, and the reconnection, will be determined by 
tariffs approved by Council, and will be payable by the customer. 

e) The deposit of any defaulter will be adjusted to be brought into line with relevant policies. 

f) If the tenant of any property is in arrears for sixty (60) days or more with their accounts, 
the electricity and refuse account will be consolidated with the owner’s account and the 
cable or meter (conventional or pre-paid) will be removed. Reconnection will only take 
place once all arrears have been settled and a new contract entered into by the owner. 
The reinstating of the service will be added to the waiting list for services. 

8.2.2 Interest and Penalties 

Interest will be charged in terms of the Local Government: Municipal Systems Act section 75A(b) 
and Local Government: Municipal Finance Management Act sections 64(2)(g) and 97(l)(e) on 
all accounts not paid by the due date in accordance with, applicable legislation, and Council’s 
yearly Budget Resolution. Penalties will be charged on handed over accounts in accordance 
with Council's yearly Budget Resolution. 

8.2.3 Personal Contact 

a) The costs of telephonic contact by (fax, e-mail, SMS or otherwise) whichever is deemed 
most cost effective, will be recovered from the recipient of such notice. 

b) Approved agents’ costs when collecting on behalf of Council calling on clients will be 
recovered from each debtor. 

c) Council will endeavour, within the constraints of affordability, to make personal or 
telephonic contact with all arrear debtors to encourage their payment, and inform them of 
their arrears state, and their rights (if any) to conclude arrangements or to indigence 
subsidies, other related matters and will provide information on how and where to access 
such arrangements or subsidies. It remains the responsibility of the customer to provide 
and update contact details. 

d) Such contact is not a right for debtors to enjoy and disconnection of services and other 
collection proceedings will continue in the absence of such contact for whatever reason. 

e) All cost incurred for recovery of arrear debt is payable immediately by the customer/owner, 
before reconnection takes place. 
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Council may, when a debtor is sixty (60) days in arrears, commence legal process against that 

debtor. This process may involve final demands, summonses, court trials, warrant of execution 

judgements, garnishee orders and/or sales in execution of movable and immovable property. 

Government Properties will only be handed over to Legal if all Inter Governmental Relations 

(IGR) process have failed. 

a) Council will exercise strict control over this process, to ensure the accuracy and legality 
within it, and will require regular reports on progress from outside parties, be they attorneys 
or any other collection agents appointed by Council or the in-house legal section. 

b) Council will establish procedures and codes of conduct with these outside parties 
collecting arrear debt on behalf of Council. 

c) Garnishee orders, in the case of employed debtors, are preferred to sale in execution, but 
both are part of Council’s system of debt collection procedures. 

d) All steps in the credit control procedure will be recorded for Council’s records and for the 
information of the debtor. 

e) All costs of this process are for the account of the debtor. 

f) Individual debtor accounts are protected and are not subject of public information. 
However, Council may release debtor information to credit bureaus. This release will be 
in writing or by electronic means. 

g) Council may consider the cost effectiveness of the legal process, and will receive reports 
on relevant matters, including cost effectiveness. 

h) Council may consider the use of agents, and innovative debt collection methods and 
products. Cost effectiveness, the willingness of agents to work under appropriate codes 
of conduct and the success of such agents and products will be part of the agreement 
Council might conclude with such agents or service providers; and will be closely 
monitored by Council. 

i) Customers will be informed of the powers and duties of such agents or service providers 
and their responsibilities including their responsibility to observe agreed codes of conduct. 

j) Any agreement concluded with an agent, product vendor or service provider, shall include 
a clause whereby breaches of the code of conduct by the agent or vendor constitute a 
breach of contract. 

k) On default by a owner, the tenant will be the debtor of last resort. 

8.2.5 Estate Accounts Collection 

a) The accounts of debtors who are insolvent, under administration or deceased are dealt 
with according to normal legal practices by collection staff of the municipality. 
Unsuccessful claims must be submitted to the Mayor, FPC, EXCO and Council for 
approval to be written off. 
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b) Estates without formalised legal status: In numerous cases the head of a household has 
died without leaving a will indicating to whom ownership of the family residence is to be 
transferred upon the event of his/her death or the owner of the property has abandoned 
his/her family to fend for themselves. As these exceptions are not provided for in the 
normal legal practice, the following process will be followed in such cases: 

i. The remaining family must report the situation to the Municipality’s collection office, 
who will require the relevant documentation to be obtained by the family e.g. a 
death certificate, and an order of the local Magistrate or Master of the High Court 
allocating right of ownership to someone of the surviving family in the case of a 
deceased estate; or an order of the local Magistrate allocating right of ownership 
to someone in the abandoned family. 

c) In all of these cases, extension for the payment of the arrears as at the date of notification 
will be given by the debt collectors of the Finance department, disconnected electricity will 
be reconnected and the remaining family will be expected to pay all amounts levied on 
monthly current accounts in excess of the amount of the extension until such time as the 
matter has been finalised. This will prevent any further service restrictions or collection 
actions at the residence whilst the family are in the process of legalising ownership of the 
property. 

d) As soon as ownership has been officially allocated by the Magistrate or Master of the High 
Court, the documentation must be presented to the Municipality’s collection office, who 
will then change the name of the account to that of the new owner. The new owner will 
also be encouraged to make an arrangement for the payment of the arrears to prevent 
credit control and collection action from being taken by the Municipality. Alternatively, if 
the family qualifies to be registered for assistance in terms of the municipality’s Indigent 
Policy, they may apply for that, and after registration their arrears shall be dealt with in 
terms of that policy. 

e) Unsuccessful claims must be submitted to the Mayor, FPC, EXCO and Council for 
approval to be written off. 

f) This process is intended to accommodate families and child headed households who may 
also qualify to be registered in terms of the Council’s Indigent Policy. 

8.2.6 Credit Authorities in respect of arrears in terms of section 57 or 58 of the Magistrates Court Act 
The Municipality may, at its discretion, enter into a credit 'authority in the prescribed form, 
incorporating a consent to judgement in terms of sections 57 or 58 of the Magistrates Court Act, with 
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customers and owners in arrears with the Municipal service fees, surcharges on fees, property rates 
and other Municipal taxes, levies, duties and sundry charges after consideration of an application 
submitted by such persons as prescribed by the Municipality. 

8.3 Cost of Collection 

All costs of legal processes, including interest, penalties, service discontinuation costs and legal 
costs (charged at point of hand over through legal processes) associated with credit control are 
for the account of the debtor and should reflect at least the average cost of the particular action. 

8.4 Rates Clearance 

On the sale of property in the municipal jurisdiction, Council shall withhold a rates clearance 
certificate until all rates and service charges are paid in full and final settlement of the relevant 
account as requested for the rates clearance certificate. The conveyancer, seller, and purchaser 
must acknowledge in writing that the seller and purchaser were informed of any arrears prior to 
the two years applicable in terms of section 118 of the Systems Act, and indicate full contact 
details and identity numbers for the seller and purchaser. Arrears will be for the account of 
the last registered owner. 

Subject to Sections 118(1) and (1A) of the Act, the following shall apply to the issue of a 
Municipal Clearance Certificate for the purpose of effecting transfer of a property to a new owner. 


8.4.1. Assessments 

Application shall be made by the Conveyancing Attorney, in the prescribed format by 
providing the following information in respect of the property in question: 

a) Present owner of the property 

b) Property description 

c) Physical address 

d) Rates Account No’s 

e) Electricity Account No’s. (Or electricity meter no’s.) 

f) Purchasers details; identity numbers and postal address and purchasers 
domicilium citandi et executandr, 

g) With respect to Vacant Land, an Affidavit from the seller that the property does not 
have an electricity supply connection and an undertaking from the purchaser that 
should an electricity supply connection be discovered on the property and such 
account is in arrears, then the purchaser accepts liability for such arrears. 

h) Copies of all the accounts must accompany the application. If the relevant 
information is not provided, the application will be returned to the conveyancer. 

8.4.2. Every effort will be made to issue an assessment within five working days of receipt of 
application. Certain delays may be experienced in respect of: 

a) New sub divisions 

b) Pending building plans 

c) Special investigations. 

With respect to the aforesaid, the following is required to be submitted to the consultant 
valuers 

a) A copy of the survey diagrams/general plans 
bl A codv of the sale aareements 
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c) A copy of the relevant proclamation notices 

d) Seller contact details; and 

e) Building plans on request. 

Conveyancers will be notified of possible delays 

8.4.3. The assessment shall include the following: 

a) Rates and refuse for six months 

b) Electricity - Actual balance outstanding at date of assessment being approved less 
any deposit on hand. 

c) Other - Actual balance outstanding at date of application. 

d) Municipal Certificate Fee- As per the prescribed tariff. 


8.5 Arrangements for Settlement 

8.5.1 If a customer cannot pay his/her outstanding account in full with the municipality, he/she may 

enter into an extended term of payment with the municipality after the following is done: 

a) Signing of surety/arrangement form, 

b) Signing of an acknowledgement of debt form, 

c) Submitting a copy of the owner/s I.D/s, and/or executorship letter if owner is deceased. 

d) Submitting proof of income 

8.5.2 He/she must pay the current portion of the account in full and a period be set for the outstanding 

amount to be paid as may be determine by the Accounting Officer or the Chief Financial Officer. 

8.5.3 Any arrangement for payment of arrears in terms of this Policy must be negotiated within the 

following framework or as per the provision of clause 6.4.2: 

a) Private Households: 

• An amount equal to 10% of the total outstanding debt shall be payable upfront as deposit. 

• The period of the arrangement shall be determined by the Accounting Officer or the Chief 
Financial Officer, however the debtor shall not be allowed to redeem arrears over a period 
in excess of 12 months. 

• In cases where the debtor indicates that the calculated payment is not affordable, the terms 
of arrangement shall be at the Accounting Officer’s discretion or his authorised 
representative. 

• Once the debtor has entered into an arrangement with the municipality in terms of this policy, 
all credit control actions, including legal processes, will be suspended until the debt is settled 
in full. The debtor will also bear any cost incurred prior to entering into an arrangement with 
the municipality. 

b) Businesses 

• Business directors) must motivate in writing to the Accounting Officer as to why he/she 
should consider a payment arrangement. 

• The Accounting Officer reserves the right to accept or reject any proposed payment 
arrangement. 
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• In applying his/her mind on the proposed payment arrangement the Municipal Manager will 
consider the nature of the business, financial & non-financial information and any other 
information deemed relevant at that time. 

• The Accounting Officer may consult the finance portfolio committee before he/she make the 
decision. 

• The terms of arrangement shall be at the Accounting Officer’s discretion or his authorised 
representative. 

• Once the debtor has entered into an arrangement with the municipality in terms of this policy, 
all credit control actions, including legal processes, will be suspended until the debt is settled 
in full. The debtor will also bear any cost incurred prior to entering into an arrangement with 
the municipality. 

8.5.4 If the debtor breaches any material term of an arrangement, the total outstanding balance 
including interest raised on such account, shall immediately become due and payable to the 
municipality and any applicable action to recover the debt in terms of this policy shall be applied 
immediately. 

8.5.5 The municipality reserve the right to: 

a) Raise the security deposit requirement of such customer who enter into an arrangement in 
terms of clause 7.2 

b) Demand that suretyship be completed. 

8.5.6 No arrangement will made for a debtor with electricity consumption arrears, unless he/she 
agrees to the conversion to prepayment electricity meter, if and when implemented the cost of 
which, and the total arrears, will be paid off, as Council deems appropriate, either by: 

a) Adding the debt to the arrears bill and repaying it in full or over arrangement period; or 

b) Adding it as a surcharge to the prepaid electricity cost, repaying it with each purchase of 
electricity until the debt is settled. 

8.6 Abandonment of Claims 

8.6.1 The Municipal Manager must ensure that all cost effective avenues are utilised to collect the 
Municipality’s debt. 


8.6.2 There are some circumstances that allow for the valid termination of debt collection procedures: 

a) The insolvency of the debtor, whose estate has insufficient funds; 

b) A balance being too small to recover, for economic reasons considering the cost of 
recovery; 

c) Where Council deems that a customer or group of customers are unable to pay for 
services rendered; 

d) Prescription of debt; 

e) When a debtor with an inactive account cannot be traced; 

f) All reasonable notifications and legal actions to recover the outstanding amount have been 
exhausted. 

g) The amount outstanding is the residue after payment of dividend in the rand from an 
insolvent estate; 
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h) It is impossible to prove the debt outstanding; or 

i) The outstanding amount cannot be recovered due to an administrative error by Council. 

8.6.3 The Municipality will maintain audit trails in such an instance, and document the reasons for the 
abandonment in respect of the debt. The schedules setting out particulars of the debt and the 
reasons for abandonment or write off, together with a written request to approve it to be written 
off, must be presented to the Chief Financial Officer for submission to the Mayor, FPC, EXCO 
and Council for approval. 

9. CUSTOMER ASSISTANCE PROGRAMMES: 

9.1 THE INDIGENT POLICY WILL BE REFERRED TO AS A SEPARATE POLICY FROM 
2016/2017. 

9.2 Rate Rebates 

9.2.1 Property used exclusively for residential purposes may qualify for a rebated rate determined 
annually by Council. 

9.2.2 A rate rebate may be granted according to certain qualifying criteria to social pensioners or the 
receiver of a state disability grant andVor any category of customer, as determined by Council 
from time to time. 

9.3 Rates by Instalments 

Customers will pay the property rates and refuse account monthly, over eleven (11) months at 
no interest, on the condition that there are no rates outstanding in respect of the previous period 
and that the rates are paid in full prior to the next rates cycle. 

9.4 Indigent Subsidy 

The relief conditions for rates and services for Indigent Customers will be stipulated in the policy 
named the Indigent Policy of the Alfred Duma Local Municipality. 

9.5 Relief in certain circumstances 

Council may approve during the yearly budget process relieve for rates and refuse for owners 
who are medically boarded, pensioners and disabled persons and child headed households on 
application. 
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10. REPORTING 

10.1 The Chief Financial Officer shall report monthly to the Municipal Manager in a suitable format to 
enable the Municipal Manager to report to Council. This report shall contain particulars on: 

a) Cash flow information for capital and operating accounts, and the combined situation, 
showing Council’s actual performance against its cash flow budgets. 

b) Cash collection statistics, showing high level debt recovery information (numbers of 
customers; enquires; default arrangements; growth or reduction of arrear debtors; ideally 
divided into wards, business (commerce and industry) domestic, state, institutional and 
other such divisions. 

c) Council’s ongoing income and expenditure statements, comparing both billed income and 
cash receipt income, against ongoing expenditure in both the capital and operating 
accounts. 

10.2 If in the opinion of the Chief Financial Officer, Council will not achieve cash receipt income 
equivalent of the income projected in the annual budget as approved by Council, the Chief 
Financial Officer will report this with motivation to the Municipal Manager who will, if he agrees 
with the Chief Financial Officer, immediately move for a revision of the budget according to 
realistically realisable income levels. 

11. PERFORMANCE EVALUATION 

Refer - Performance Targets, paragraph 6.7. 

12. TERMINATION OF SERVICE OR RESTRICTION 
Refer - Interruption of services, paragraph 8.1.1. 

13. UNAUTHORISED CONSUMPTION / TAMPERING / THEFT OF SERVICES 

13.1 Any person (natural or juristic) found to be illegally connected to municipal services, tampering 
with meters, the reticulation network or any other supply equipment, or committing any 
unauthorised actions associated with the supply of municipal services, as well as theft and 
damage to Council property/infrastructure, will be prosecuted and/or held liable for penalties as 
contained in the Municipal by-laws. 

13.2 Council will immediately terminate the supply of services to such a customer should such 
conduct as outlined above be detected. 



Alfred Duma Municipality 


Draft Customer care, Credit Control & Debt Collection Policy 


13.3 The total bill owing, including: penalties, assessment of unauthorised consumption and 
discontinuation and reconnection fees, and increased deposits as determined by Council if 
applicable, becomes due and payable before any reconnection may be approved. 

(a) Household Consumers who are currently owing Tampering charges may enter into a 
payment arrangement with the Municipality. The arrangement criteria for Tampering will be 
as follows: 

(i) 30% down payment as deposit and balance to be paid over 6 months period or 
less including current account, 

(ii) If a consumer indicates that the above payment arrangement is not affordable it 
will be referred to the Accounting Officer to apply his/her discretion taking into 
account the consumer’s financial status. 

(b) Other type of consumers must motivate in writing to the Accounting Officer to enter into 
payment arrangements for Tampering charges. The Accounting Officer reserves the right 
to accept or reject any proposed payment arrangement. 

13.4 Council will maintain monitoring systems and teams to detect and survey customers who are 
undertaking such illegal actions. 

13.5 Council may distinguish in its penalties between cases of vandalism and/or cases of theft. 

a) Council reserves the rights to lay charges and/or to take legal action against both vandals 
and thieves; 

b) Any person failing to provide information or providing false information to the Municipality 
may face immediate disconnection. 

13.6 The owner of the property remains liable and responsible for all instances of unauthorised 
reconnections and disconnections, tampering, damage or theft of Municipal Infrastructure, and 
services installed in the property. Further, the onus is upon the owner to ensure that tenants on 
the premises or the property refrain from such acts. 

13.7 Unauthorised reconnection of/or tampering with a service supply is prohibited and shall 
constitute a criminal offence that will result in legal action taken against the owner and 
disconnection of municipal services. 

14. IMPAIRMENT OF DEBTORS (PROVISION FOR DOUBTFUL DEBTORS) 

14.1 Accounts receivables are stated in the Annual Financial Statements at the value of billing to 
consumers/ratepayers, less deduction for discounts given of rebates granted less a provision of 
doubtful debts. 
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Provision for doubtful debts is made, based on review of all accounts outstanding for a period 
that exceed 30 days at the financial year end. Contributions to the provision are calculated on a 
specific debt basis as at the reporting date of the year under review. The contribution to 
Impairment of debtors (provision for doubtful debt) is recognized as an expense in the statement 
of financial performance. When under recovery occurs during the financial year an additional 
contribution for impairment is made at year end. 

a) Consumer debtors (accounts receivable), and other debtors are stated at cost, less a 
provision for bad debt. 

Significant financial difficulties of the debtor and default or delinquency in payments and 
all debt outstanding are considered indicators to determine that debtors are impaired. 

b) In terms with paragraph 62 of GRAP 104, financial instruments: 

An entity first assesses whether objective evidence of impairment exists individually for 
financial assets that are individually significant. 

c) Consumer debtors are evaluated at the end of each reporting date and impaired as 
follows: 

Management criteria and assumptions for the calculation of debt impairment: 

• Criteria to follow 

o Original interest rate is used (to work out discount rate), 
o 30 days payment terms. 

o Analysis of accounts per category (billing vs possible time it will take for the amount 
to be fully collected). 

o The total balance as disclosed is collectable in the next financial year. 

• Methodology followed for the calculation of debt impairment. 

o To look at the billing vs payment for one financial year per category of consumer 
debtors. 

o To determine the time it takes to collect a month’s billed amount. 

Per category (in %) 

When identifying irrecoverable debts, special focus is applied to the following categories of 
debtors, although debtor profiling is done for all outstanding debts for a period exceeding 30 
days at the reporting date. 

14.2 Sundry Debtors 

Sundry debtors may be assessed individually like any other debt for impairment, to establish 
whether any evidence exist that they are not recoverable. 
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14.3 Sale of immovable property 

To be dealt with in accordance with the terms of each Sale Agreement 


15. BAD DEBTS 

15.1 Introduction 

In terms of Section 97 (1 )(d)(ii) of the Local Government: Municipal Systems Act, Act 32 of 2000 
as amended and the Local Government Municipal Finance Management Act Section 64(f) the 
following policy on writing off the bad debts as irrecoverable will apply. 

15.2 Preamble 

The Municipal Finance Management Act (MFMA) Act 56 of 2003, aims to modernize budget 
and Financial Management Practices in municipality in order to maximize the capacity of the 
municipality’s to deliver services to all residents, customers and users. It also give affect to the 
principles of transparency as required by Section 215 and 216 of the constitution. 

The Council of the Municipality in adopting this policy on writing off bad debts recognizes its 
responsibilities as set out in Chapter 9 of the Local Government Municipality Systems Act, Act 
32 of 2000 as amended. 

15.3 Vision 

The vision of the policy is to ensure that the debtors of the municipal Council are not over stated 
in the books of the Council. 

To ensure any long outstanding debt is evaluated in order to determine the possibility of realizing 
such income as revenue. 

To ensure that where it is evident that a particular debt cannot be turned into a revenue such 
debt be procedurally regarded as irrecoverable. 

To ensure that the Council of the municipality makes enough provision for bad debts in the 
budget. 
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To ensure that outstanding monies which have been outstanding for a long time after all attempts 
have been made in terms of recovering them should then be written off. 

15.4 Statement 

This policy aims to set down principles for the implementation of the writing off of bad debts and 
the provision for doubtful debts. 

15.5 Objectives 

The objective of this policy is to provide for: 

• The identification of bad debts during the course of the financial year. 

• The writing off of bad debts will be actioned where possible if prescribed. 

• The proper delegation of powers to the Municipal Manager to write off bad debts up to a 
certain amount. 

15.6 Identification of irrecoverable debts 

When the municipality identifies customers whose debts appear to be irrecoverable even after 
the whole credit control and debt collection process have been followed in terms of trying to 
obtain payment, then such accounts should be regarded as irrecoverable unless: 

Debt collection procedures may be termined under the following circumstances: 

• A balance being too small to recover, for economic reasons considering the cost of recovery. 

• Prescription of debt. 

• When a debtor with an inactive account cannot be traced by collectors. 

• All reasonable notifications and legal actions to recover the outstanding amount have been 
exhausted. 

• The amount outstanding is the residue after payment of divided in the rand from an insolvent 
estate. 

• It is impossible to prove the debt outstanding. 

• The outstanding amount cannot be recovered due to an administrative error by Council. 

• The schedules setting out particulars of the debt and the reasons for abandonment or write 
off, together with a written request to approve it to be written off, must be presented to the 
Chief Financial Officer for submission to the Mayor, FPC, EXCO and Council for approval. 

15.7 Writing off of irrecoverable debts 

Where debts have been identified as irrecoverable the process to be followed for write off is as 
follows: 

The Chief Financial Officer must prepare a list of all these debts showing the following: 

• Consumer details (which is available) 
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• Irrecoverable amount broken down by service. 

• Details of procedures followed to recover the debt. (Which in the case of amounts less than 
R500.00 it would be confirmed whether a final demand was sent or not, as according to 
credit control and debt collection policy accounts owing less than R500.00 may not be 
handed over as it is not financially viable). However with regards to amounts above R500.00. 
confirmation of hand over must be given and any other relevant documentation. 

• This list has been completed, an item to the Executive Committee of Council must be 
submitted to obtain a Council Resolution to write off these debts. 

• Reasons for identifying amounts as irrecoverable must be stated. 

• Once Council resolution has been obtained, the Income section must draw journals to write 
off these amounts against the bad debt provision account. 

15.8 Specific write offs 

The Chief Financial Officer may submit a report to Council from time to time for specific 
uncollectable debt transactions such as: 

• Liquidations in terms of section 89 of the Insolvency Act, Act 24 of 1936, 

• Immovable properties bought back by Council 

• Outstanding debts that are older than two years (2) that cannot be recovered during the 
transfer of immovable property, as in terms of section 118 (1 )(b) of the Systems Act, Act 32 
of 2000 as amended, 

• A specific debt category, and or 

• Penalties that have accrued in respect of Government outstanding accounts. 

The report for specific write off must contain the following information: 

• Full customer details, 

• Reasons for each specific write off 

• Amount to be written off must be broken down per service, and 

• Details of procedures already exhausted in attempts to recover the outstanding amount. 

16. ENFORCEMENT OF OTHER LEGISLATIONS & INCONSISTENCIES 

16.1 When interpreting a provision of these By-laws, any reasonable interpretation that is consistent 
with the purpose of the Act as set out in Chapter 9 on Credit Control and Debt collection, must 
be preferred over any alternative interpretation, which is inconsistent with that purpose. 

16.2 The provisions of any By-laws relating to the control of credit by the Municipality are hereby 
repealed insofar as they relate to matters provided for in these by-laws, provided that such 
provisions shall be deemed not to have been repealed in respect of any such Bylaw which has 
not been repealed and which is not repugnant to these By-laws on the basis as determined by 
the relevant By-laws. 
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16.3 If there is any conflict between these By-laws and any other By-laws of the 
Council, these By-laws will prevail. 

16.4 Municipal support of the Policy. 

Each department of the Municipality will support this policy in terms of their 
powers and functions. 

16.5 Refer to paragraph 6.5.3. 

Impairment of Bad debts will be calculated through the financial systems impairment programme 
which will be reviewed on an annual basis. 

16.6 Council may from time to time implement an incentive scheme which may entail writing off of 
certain debts. 

17. DELEGATIONS 

17.1 The Chief Financial Officer be delegated to write off all irrecoverable debts up to the value of 
R500.00. 

17.2 All debts above the value of R500.00 be referred to the Executive Mayor for approval to write 
off as irrecoverable. 

POLICY ADOPTION 

This Policy is adopted and approved by the full Council of Alfred Duma Local Municipality for 
implementation as follows. 

Resolution Number_ 

Approval Date_ 

EFFECTIVE DATE 

This Policy shall become effective as from the following Date:_. 



